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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

LEA MARQUEZ PETERSON CHAIRWOMAN
SANDRA D. KENNEDY

JUSTIN OLSON
ANNA TOVAR
JIM O’CONNOR
IN THE MATTER OF THE NOTICE OF DOCKET NO. RU-00000A-18-0284
PROPOSED RULEMAKING REGARDING THE
ARIZONA CORPORATION COMMISSION’S DECISION NO.
ENERGY RULES.
OPINION AND ORDER
DATES OF ORAL PROCEEDINGS: January 19 and 20, 2021

PLACES OF ORAL PROCEEDINGS: Via Teleconference

ADMINISTRATIVE LAW JUDGE: Sarah N. Harpring, Julia L. Matter, and Belinda A.
Martin'
APPEARANCES: Maureen Scott, Deputy Chief of Litigation and Appeals,

Legal Division, Wesley Van Cleve, Assistant Director,
Legal Division, on behalf of the Utilities Division of the
Arizona Corporation Commission.

I Administrative Law Judge Belinda A. Martin presided over the oral proceedings. Administrative Law Judge Julia L.
Matter reviewed the record for this matter in its entirety and prepared the Recommended Opinion and Order, with assistance
from Assistant Chief Administrative Law Judge Sarah N. Harpring.
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BY THE COMMISSION:

This matter involves rulemaking to create a new Article 27, entitled “Energy Rules,” in Arizona
Administrative Code (“A.A.C.”) Title 14, Chapter 2, the chapter containing the Arizona Corporation
Commission’s (“Commission’s”) rules for fixed utilities. The new Article 27 is designed to establish
mandatory efficiency and clean energy standards for public service corporations to follow in
generating, procuring, and delivering electric service, with more flexible requirements for gas service.
The new Article 27 also replaces the current resource planning and procurement process with a process
that includes earlier Commission oversight and greater stakeholder involvement. In addition, this
rulemaking repeals the Resource Planning and Procurement Rules (14 A.A.C. 2, Article 7), the
Environmental Portfolio Standard Rule (A.A.C. R14-2-1618), the Renewable Energy Standard and
Tariff Rules (14 A.A.C. 2, Article 18), the Electric Energy Efficiency Rules (14 A.A.C. 2, Article 24),
and the Gas Energy Efficiency Rules (14 A.A.C. 2, Article 25) and amends A.A.C. R14-2-2302 and
R14-2-2307 in the Net Metering Rules.

* * * * * * * * * *

Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

Process and Backeround for the Rulemaking

Existing Rules

X The Resource Planning and Procurement Rules,”> adopted in 1989, require utilities
defined as Load Serving Entities (“LSEs”) to meet the electric needs of their customers by choosing
the best mix of resources with input from stakeholders in a transparent process. In Decision No. 71722
(June 3, 2010), the Commission amended the original Resource Planning and Procurement Rules to
include consideration of a diverse portfolio of purchased power, utility-owned generation, renewables,
demand-side management (“DSM”), and distributed generation. The Commission’s Resource

Planning and Procurement Rules outline a process for each LSE to file an Integrated Resource Plan

2 A.A.C. R14-2-701 through R14-2-706,
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(“IRP”). Each LSE’s proposed IRP assesses how it will meet forecasted annual peak and energy
demand through a balance of supply-side and demand-side resources over a specific time period. LSEs
are required to submit an IRP proposal every two years that outlines its future 15-year resource plan,
including a general outline of the procedures it will use to allow for public input and participation
before the plan is completed.

2. The Environmental Portfolio Standard (“EPS”) Rule,? adopted in Decision No. 63364
(February 8, 2001) and later modified in Decision No. 63486 (March 29, 2001), imposes requirements
for an LSE to obtain a specified percentage of total retail energy sold in a calendar year from new solar
resources or renewable electricity technologies.

3 The Renewable Energy Standard and Tariff (*REST”) Rules,* adopted in Decision No.
69127 (November 14, 2006), require affected utilities to satisfy an annual renewable energy
requirement , beginning with a 2006 standard of 1.25 percent of retail kilowatt-hours (“kWh™) sold and
Increasing to a 2025 standard of 15 percent of retail kWh sold, by obtaining renewable energy credits
(“RECs”).> The Commission amended the REST Rules to clarify and update how the Commission
deals with renewable energy compliance in Decision No. 74882 (December 31, 2014).

4. The Net Metering Rules,® adopted in Decision No. 70567 (October 23, 2008), provide
consumers the opportunity to be compensated for installing a distributed technology resource, such as
rooftop solar panels, and to be compensated for energy generated in excess of their energy needs.

3 The Electric Energy Efficiency (“EEE”) Rules,” adopted in Decision No. 71819 (August
10, 2010), require an affected utility to achieve cumulative annual energy savings, measured in kWh,
equivalent to a percentage of an affected utility’s retail electric energy sales for a specific calendar year.
By December 31, 2020, an affected utility was required to achieve, from cost-effective DSM Energy
Efficiency (“EE”) programs, cumulative annual energy savings equivalent to at least 22 percent of its

retail electric energy sales for calendar year 2019.

3 A.A.C.R14-2-1618.

4 A.A.C. R14-2-1801 through R14-2-1816.
S A.A.C. R14-2-1804(B).

6 A A.C. R14-2-2301 through R14-2-2308.
TA.A.C. R14-2-2401 through R14-2-2419,
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6. The Gas Utility Energy Efficiency (“GEE”) Rules,® adopted in Decision No. 72042
(December 10, 2010), require affected utilities to achieve, through DSM and renewable energy resource
technology programs, by December 31, 2020, cumulative annual energy savings, expressed as therms
or therm equivalents, equal to at least six percent of the affected utility’s retail gas energy sales for
calendar year 2019.

Background & Procedural History for this Rulemaking

& On August 22, 2016, then-Chairman Doug Little’ opened Docket No. RE-00000Q-16-
0289 (“REST Rules Docket™) for the Review, Modernization and Expansion of the Arizona REST
Rules and associated rules. Written comments were received from interested persons in that docket
from November 2016 until the opening of this docket.

8. On January 3, 2017, in Decision No. 75859, the Commission established a
methodology to determine the value and cost of distributed generation, approved an export rate and
tariff for new interconnected residential solar customers, and ordered the Commission’s Utilities
Division (“Staff”) to file potential modifications to the current Net Metering Rules'' to comport with
changes since their adoption. Staff filed a memorandum opening Docket No. RE-00000A-17-0260 on
August 17, 2018.

9. On February 24, 2017, in Decision No. 75976, issued in a rate case for Trico Electric
Cooperative, Inc. (“Trico”), the Commission approved an export rate for new distributed generation
customers and grandfathered Trico’s existing distributed generation customers under full retail rate net
metering.'> Subsequently, the Commission also approved export rates for new distributed generation
customers and grandfathered existing distributed generation customers under full retail rate net
metering for Arizona Public Service Company (“APS”), in Decision No. 76295 (August 18, 2017); for
Sulphur Springs Valley Electric Cooperative, Inc., in Decision No. 76465 (November 17, 2017); for
Mohave Electric Cooperative, Inc., in Decision No. 76471 (November 20, 2017); for Graham County

8 A.A.C. R14-2-2501 through R14-2-2520.

? Chairman Little left the Commission in October 2017.

10 The Decision was issued in Docket No. E-00000]-14-0023, In the Matter of the Commission’s Investigation of Value and
Cost of Distributed Generation.

" A,A.C. R14-2-2301 through R14-2-2308.

12 Official notice is taken of this decision.
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Electric Cooperative, Inc. in Decision No. 76693 (May 22, 2018); for Duncan Valley Electric
Cooperative Inc., in Decision No. 76897 (September 20, 2018); for Tucson Electric Power Company
(“TEP”) and UNS Electric, Inc. (“UNS Electric”), respectively, in Decision Nos. 76899 and 76900
(September 20, 2018); and for Navopache Electric Cooperative, Inc., in Decision No. 77130 (March
13,2019).12

10.  OnMay 12, 2017, then-Commissioner Boyd Dunn'* opened Docket No. E-00000Q-17-
0138 (“Biomass Docket”) to investigate using forest bioenergy from public lands for energy, noting
that biomass fuel is a carbon-neutral renewable energy source that can reduce the risk to the public
from wildfires.

11.  On January 30, 2018, in the REST Rules Docket, then-Commissioner Andy Tobin'>
filed a proposed Energy Modernization Plan. On February 22, 2018, in the same docket, Staff filed a
Notice of Inquiry to evaluate the proposals set forth by Commissioner Tobin, outlining a list of
questions and inviting comment from interested persons. Then, on July 2, 2018, Staff filed a summary
of the responses received to the Notice of Inquiry and recommended that the Commission initiate a
new rulemaking and direct Staff to examine and propose revisions to the Resource Planning and
Procurement, EEE, GEE, and REST Rules.

12. On July 5, 2018, in the REST Rules Docket, Commissioner Tobin filed draft proposed
rules to implement his proposed Energy Modernization Plan, which he called the “Clean Resource
Energy Standard and Tariff” (“CREST”) Rules. '

13. On August 14, 2018, the Commission, at a Staff Open Meeting, directed Staff to initiate
the informal rulemaking process to evaluate the proposals for Arizona energy modernization.

14. On August 17, 2018, Staff docketed a memorandum requesting to have a docket opened
for purposes of exploring possible modifications to the Commission’s energy-related rules. As a result,
this docket was opened. Staff’'s memorandum indicated that the following subjects would be

considered: (1) the REST Rules, (2) the EEE Rules, (3) the GEE Rules, (4) the Net Metering Rules, (5)

13 Official notice is taken of these decisions.

14 Commissioner Dunn left office in January 2021.

IS Commissioner Tobin left the Commission in May 2019,

16 See Correspondence by Commissioner Tobin filed July 5, 2018, in the REST Rules Docket.
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the Resource Planning and Procurement Rules, (6) the Retail Electric Competition Rules (which
include the EPS Rule),!” (7) electric vehicles, (8) interconnection of distributed generation facilities,
(9) blockchain technology, (10) technological developments in generation and delivery of energy, (11)
forest bioenergy, (12) baseload security, (13) the statutory Biennial Transmission Assessment, and (14)
other energy-related topics.

15. On October 4, 2018, in this docket, Commissioner Tobin docketed his Arizona Energy
Modernization Plan and CREST Rules, proposing amendments to A.A.C. Title 14, Chapter 2, Article
18. In a cover letter, Commissioner Tobin explained the significant work that had been done by the
Commission to gather information and stakeholder input on various energy-related topics. In
particular, the cover letter referenced 22 other dockets'® containing a documentary record supporting

the proposed Arizona Energy Modernization Plan and CREST Rules, and 14 workshops'® conducted

1T A.A.C. R14-2-1601 through R14-2-1618.

¥ Docket Nos. E-01345A-08-0569 (In the matter of the application of Arizona Public Service Company for approval of
Demand Response Program), E-01345A-10-0123 (In the matter of the application of Arizona Public Service Company'’s
Electric Vehicle Filing), E-00000V-13-0070 (Resource Planning and Procurement in 2013 and 2014), E-00000XX-13-
0214 (In the matter of the Commission’s investigation lo address energy efficiency/demand side management), E-00000]-
14-0023 (In the matter of the Commission’s Investigation of Value and Cost of Distributed Generation), E-00000V-15-
0094 (In the matter of Resource Planning and Procurement in 2015 and 2016), E-01345A-15-0182 (In the matter of the
application of Arizona Public Service Company for a ruling relating to its 2016 Demand Side Management Implementation
plan), E-00000J-15-0182 (Demand-side management and peak demand reductions), E-01933A-15-0239 (In the matter of
the application of Tucson Electric Power Company for approval of its 2016 REST Implementation Plan), E-01933A-15-
0322 (In the maiter of the application of Tucson Electric Power Company for the establishment of just and reasonable rates
and charges designed to realize a reasonable rate of return on the fair value of the properties of Tucson Electric Power
Company devoted to ils operations throughout the state of Arizona and for related approvals), E-00000J-15-0347 (in the
matter of the inquiry into the rooftop solar industry in Arizona), E-01345A-16-0036 (In the matter of the application of
Arizona Public Service Company for a hearing to determine the fair value of the utility property of the company for
ratemaking purposes, to fix a just and reasonable rate of return thereon, to approve rate schedules designed to develop
such return), E-01345A-16-0176 (In the matter of the application of Arizona Public Service Company for a ruling relating
to its 2017 Demand Side Management Implementation Plan), E-00000J-16-0257 (In the matter of inquiry into reducing
system peak demand costs), the REST Rules Docket, E-00000C-17-0039 (In the matter of the Arizona Corporation
Commission Investigation Concerning the Future of the Navajo Generating Station), E-00000U-17-0057 (/n the matter of
Demand-side Management progress reporis due by March 1, 2017 and status reports due by September I, 2017, pursuant
to Arizona Administrative Code R14-2-2409), E-01345A-17-0134 (In the matter of the application of Arizona Public
Service Company for a Ruling relating to its 2018 Demand Side Management Implementation Plan),the Biomass Docket,
E-01933A-17-0250 (In the matter of the application of Tucson Electric Power Company for approval of its 2018 Energy
Efficiency Implementation Plan and for a waiver under A.A.C. R14-2-2419), E-00000Q-17-0293 (In the matter of
evaluating Arizona's current and future baseload security), and E-00000J-18-0266 (In the matter of Commissioner Dunn's
Inquiry into Electric Vehicles, Electric Vehicle Infrastructure, and Electrification of the Transportation Sector in Arizona).
19 Energy Efficiency Cost Effectiveness (March 18, 2014), Energy Efficiency Cost Recovery (March 31, 2014),
Incorporating Energy Efficiency into Integrated Resource Planning (April 17, 2014), Rooftop Solar Industry (October 14,
20135), Integrated Resource Planning and Emerging Technologies (February 26, 2015), Integrated Resource Plans (July 18,
2016), Reducing System Peak Demand Costs (August 4, 2016), Demand-Side Management and Peak Demand Reduction
Programs (November 29, 2016), Integrated Resource Plans (November 29, 2016), Battery Storage Technology (March 20,
2017), Coal Markets (April 6, 2017), REST Review (June 7, 2017), Baseload Security (November 9th, 2017), and Forest
Bioenergy (December 5, 2017).
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by the Commission on various energy-related topics. Included with the filing were reports,
presentations, and other documentation compiled from the related dockets and workshops.

16. On November 7, 2018, at its Open Meeting, the Commission voted to begin a workshop
process concerning retail electric competition in Arizona, starting in December 2018. The Commission
also directed Staff to prepare, for consideration in December 2018, an electric vehicle policy and a
policy for an electric generation buy-through program similar to the previously-approved AG-X
program applicable to APS, TEP, and UNS Electric.

17. On November 20, 2018, a Stakeholder Meeting was held on Electric Vehicles,
Infrastructure, and the Transportation Sector.

18. Also on November 20, 2018, Commissioner Dunn and then-Chairman Bob Burns?’
submitted a letter to the docket requesting that interested persons provide estimates regarding the costs
and benefits of forest biomass energy use as a renewable energy source.

19. On November 29, 2018, Chairman Burns submitted a letter to the docket including
questions and issues to discuss at the December 17, 2018, Open Meeting, regarding a draft Electric
Vehicle policy.

20. Also on November 29, 2018, Commissioner Justin Olson submitted a letter to the docket
regarding a workshop to be held on December 3, 2018, on retail electric competition, asking
stakeholders to provide information on how retail competition has affected rates in states with a market
for electricity supply.

21. On November 30, 2018, Staff filed a memorandum to the Commissioners proposing a
timeline for workshops to gather stakeholder input on the redesign of the Commission’s energy-related
rules.

22, On December 3, 2018, a Retail Electric Competition Workshop was held.

23. On December 7, 2018, Arizonans for Electric Choice and Competition and Calpine
Energy Solutions, LLC filed a Joint Motion to Adopt Policy Statement and Bifurcate Retail Electric

Competition Rules.

2 Commissioner Burns left the Chairman position and office in January 2021.
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24. On December 10, 2018, a Stakeholder Meeting was held on Forest Bioenergy.

25. Also on December 10, 2018, Staff filed a draft Policy Statement Regarding an
Alternative Generation/Buy-Through Program for Commission consideration. Comments on the
policy were filed by several organizations and individuals.

26. On December 11, 2018, a Stakeholder Meeting was held on Electric Vehicles,
Infrastructure, and the Transportation Sector.

27. Also on December 11, 2018, Commissioner Olson submitted a memorandum to the
docket regarding the constitutionality of retail electric competition.

28. On December 12, 2018, Staff docketed a Staff Policy Statement for Electric Vehicles,
Electric Vehicle Infrastructure, and the Electrification on the Transportation Sector in Arizona. On
December 14, 2018, Staff submitted a proposed amendment to the policy. Comments on the draft
policy were filed by several organizations and individuals.

29. At the Open Meeting on December 17 and 18, 2018, the Commission adopted three
separate energy-related policy statements: a Policy Statement Regarding the Role of Forest Bioenergy
in Arizona (“Biomass Policy™), issued in the Biomass Docket; a Policy Statement Regarding an
Alternative Generation/Buy-Through Program (“AG-Y Policy”), issued in this docket; and a Policy
Statement for Electric Vehicles, Electric Vehicle Infrastructure, and the Electrification of the
Transportation Sector in Arizona (“EV Policy™), also issued in this docket. The Commission also
provided direction on the timing of Staff’s draft energy-related rules.

30. On December 19, 2018, a separate docket was opened for purposes of considering
possible modifications to the Commission’s Retail Electric Competition Rules, Docket No. RE-
00000A-18-0405 (“Competition Rules Docket™).

31; On January 25, 2019, Commissioner Sandra Kennedy submitted a letter to the docket
asking Staff and interested persons to consider a proposal to increase the REST to 50 percent by 2028.

32. On February 6, 2019, the Western Way docketed a report on the Economic and Fiscal
Benefits of Rural Utility-Scale Renewable Energy Facilities in Arizona, which included a case study
on the economic and fiscal benefits associated with a solar energy facility with battery storage in Yuma

County.
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33. On February 8, 2019, Commissioner Kennedy submitted a letter to the docket regarding
an offer from Arizona State University (“ASU”) to provide a tool for modeling and evaluating the
integration of electric generating sources into the grid.

34. Also on February 8, 2019, Commissioner Kennedy submitted a letter to the docket
proposing a REST update, including increasing the REST to 50 percent by 2028, increasing the
carveout for distributed energy and adding an equal distributed storage requirement, using microgrids
and distributed solar with storage, restoring and expanding incentives for distributed solar, and
providing benefits to tribal communities impacted by the transition away from coal generation
(“KREST 17).

35. On February 11, 2019, Staff filed a letter outlining the dates and topics for upcoming
stakeholder meetings and workshops.

36. On February 13, 2019, Staff filed an additional letter providing notice of scheduled
stakeholder meetings and workshops to be held on February 22, March 14, and March 26, 2019.

37. On February 20 and 21, 2019, Staff filed a letter rescheduling to February 25, 2019, the
February 22, 2019, Stakeholder Meeting and Workshop to discuss possible modifications to the
Commission’s REST, EPS, and Net Metering Rules.

38.  On February 21, 2019, Commissioner Olson filed a letter in the docket requesting that
the Commission prioritize a discussion on retail electric competition.

39, On February 22, 2019, in Decision No. 77090,?! the Commission ordered all utilities
subject to the REST Rules? to begin working with Staff to develop a comprehensive plan for biomass
generation as part of each utility’s REST plan.

40. On February 25, 2019, the scheduled Stakeholder Meeting and Workshop on the REST,
EPS, and Net Metering Rules was held.

41. On February 28, 2019, Staff filed a letter in the docket requesting that interested persons

file comments and proposed language regarding the REST, EPS, and Net Metering rules by March 25,

! The Decision was issued in the Biomass Docket .

22 Decision 77090 identified the following utilities as subject to the REST Rules: Arizona Public Service Company; Tucson
Electric Power Company; UNS Electric, Inc.; Ajo Improvement Company; Morenci Water and Electric Company; Duncan
Valley Electric Cooperative, Inc.; Graham County Electric Cooperative, inc.; Navopache Electric Cooperative, Inc.; Trico
Electric Cooperative, Inc.; Sulphur Springs Valley Electric Cooperative, Inc.; and Mohave Electric Cooperative, Inc.
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2019. Staff also announced that another Stakeholder Meeting and Workshop would be held on April
17,2019.

42, Between February 28 and March 29, 2019, a number of organizations and some
individual stakeholders filed responses.

43, On March 11, 2019, Commissioner Kennedy filed a memorandum in the docket
regarding the ASU LightWorks Initiative to develop energy modeling tools.

44, On March 13, 2019, at a Staff Open Meeting, the Commission discussed the February
25,2019, Stakeholder Meeting and Workshop; Staff requested that Commissioners make filings in the
docket to provide additional direction concerning the provisions to be included in the energy-related
rulemaking; and Staff provided information concerning its plans to hold upcoming Staff Workshops
on retail electric competition, EV Policy implementation, EEE and GEE, and block chain technology.
Commissioners also discussed the best path forward and their varying objectives as well as potential
legal issues related to retail electric competition.

45, On March 14, 2019, an Electric Vehicles Stakeholder Meeting and Workshop was held.

46. On March 25, 2019, Staff filed a draft Implementation Plan for the EV Policy.

47. On March 26, 2019, another Electric Vehicles Stakeholder Meeting and Workshop was
held.

48. Also on March 26, 2019, Commissioner Kennedy submitted a letter to the docket
regarding new electric vehicle technology.

49.  On April 1, 2019, Chairman Burns filed a copy of a March 2019 draft report from the
U.S. Department of Energy Grid Modernization Laboratory Consortium on the Benefit-Cost Analysis
for Utility-Facing Grid Modernization Investments.

50. On April 3, 2019, Staff filed a letter in the docket rescheduling the April 17, 2019,
Stakeholder Meeting to occur on April 29 and 30, 2019, and adding topics to be covered. Staff stated
that for the Stakeholder Meeting, it would have prepared, for review and discussion, possible
modifications to the Commission’s energy-related rules.

51; On April 4, 2019, Commissioner Tobin filed a letter in the docket regarding biomass

energy, encouraging the Commission to revise the REST rules to address biomass fuels as included in
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the Biomass Policy.

52. On April 5, 2019, Commissioner Olson submitted a letter to the docket regarding his
position on the REST, proposing to replace the REST with a requirement that regulated utilities invest
in the most cost-effective mix of energy generation methods.

53. On April 12, 2019, Commissioner Kennedy filed a letter in the docket proposing that
the energy-related rules include incentives for rooftop solar and energy storage, and to promote
microgrids.

54. On April 25, 2019, Staff filed a Staff Report regarding modifications to the
Commission’s energy-related rules, specifically the REST, Resource Planning and Procurement, EEE,
GEE, EPS, and Net Metering Rules. Staff set forth its initial proposed draft energy-related rules (“First
Draft”) and included a summary of comments filed by stakeholders in this docket and in the Biomass
Docket. Staff also announced two Stakeholder Meetings to discuss the First Draft, to be held on April
29 and 30, 2019, and requested that interested persons docket written comments. Staff indicated that
it would submit a separate proposal regarding retail electric competition at a future date. Staff stated
that in creating the First Draft, Staff had considered written stakeholder comments, information from
workshops, and Commissioner proposals. Staff stated that it also had considered recent trends in
legislative revisions, key policy design features, regulatory utility compliance with interim targets, past
and projected impacts on renewables development, and historical compliance costs.

55 On April 26, 2019, Commissioner Dunn filed a letter in the docket including proposals
for, inter alia, a clean energy standard and revised REST, a distributed renewable storage requirement,
a revised distributed renewable energy requirement, incentives for the use of forest bioenergy, DSM
focused on peak reduction programs, incentives for off-peak electric vehicle charging, a revised EE
standard, relaxed requirements for Arizona’s electric cooperatives, and potential deletion of the GEE
standard. Commission Dunn requested that Commissioners, Staff, stakeholders, and the public review
and provide comments on the proposals.

56. On April 29, 2019, Staff hosted a Stakeholder Meeting to discuss the First Draft.

57. On May 10, 2019, Staff docketed a Memorandum and Proposed Order for an EV Policy

Implementation Plan, for potential deliberation at the Commission’s May 2019 Open Meeting
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58. On May 16, 2019, the Western Way docketed a March 2019 report prepared for the
Western Way and the Yuma County Chamber of Commerce by Development Research Partners,
entitled The Economic Benefits of Arizona Rural Renewable Energy Facilities (“AZ Rural Economic
Benefits”™).

59. On May 30, 2019, at its Staff Open Meeting, the Commission engaged in discussion
concerning the major provisions that should be included in the energy-related rules and the process that
should be used to move forward with the energy-related rules. The Commissioners generally expressed
support for a clean energy standard.

60. On May 20, 2019, the Arizona Department of Environmental Quality (“ADEQ™)
submitted comments on the possible modifications to the energy-related rules, which focused on health
impacts, ozone pollution and the regulation thereof, air quality benefits from a clean energy goal,
potential benefits from energy produced using biomass, and benefits from the use of electric vehicles
(“*ADEQ Comments”). ADEQ cited several sources for its data.

61. On June 3, 2019, a Procedural Order was issued regarding eFiling.

62. On June 7, 2019, Staff docketed a second Memorandum and Proposed Order for an EV
Policy Implementation Plan, this time for potential deliberation at the Commission’s June 2019 Open
Meeting. Commissioner Olson submitted three proposed amendments on June 7 and 10, 2019.
Commissioner Dunn submitted a proposed amendment on June 10, 2019, which was revised on July
10,2019. Commissioner Kennedy submitted two proposed amendments on June 10, 2019, which were
revised on June 11 and 12, 2019. Commissioner Kennedy also submitted a third, fourth, and fifth
amendment on July 9, 2019. Chairman Burns submitted a proposed amendment on July 9, 2019.

63. Also on June 7, 2019, Chairman Burns submitted a letter to the docket regarding clean
energy standards, asking interested persons to provide comments on a list of possible standards and to
address a list of questions.

64. On June 12, 2019, at its Open Meeting, the Commission discussed and received
extensive comment on the EV Policy Implementation Plan, but did not hold a vote.

65. On July 2, 2019, Staff filed a Memorandum including Staff’s Second Revised Proposed

Draft Rules for the Possible Modifications to the Commission’s Energy Rules (“Second Draft”). Staff
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included a summary of written comments filed by interested persons between April 29 and May 30,
2019, and again requested interested persons to file written comments. Staff indicated that the Second
Draft had been created following the April 29, 2019, Stakeholder Meeting and written comments
received from interested persons. Staff stated that the following major changes were made from the
First Draft: (1) definitions were added; (2) the articles were rearranged; (3) applicable resources were
updated, including classifying EE as a clean resource; (4) the renewable energy goal was set at 45
percent by 2035; (5) the clean peak goal was set at 20 percent by 2035; (6) the distributed renewable
storage requirement was set at 10 percent by 2035; (7) a requirement was added for electric utilities to
offer performance-based incentives for energy storage systems, with specific caps; and (8) EE was
applied to electric and gas utilities. Staff also announced that another Stakeholder Meeting would be
held on July 30, 2019.

66. At the July 10 and 11, 2019 Open Meeting, after passing several amendments, the
Commission approved an EV Policy Implementation Plan.

67. On July 30 and 31, 2019, Staff held a Stakeholder Meeting and Workshop addressing
retail electric restructuring and the Second Draft. On July 30, 2019, Staff also docketed the stakeholder
presentations provided for the Stakeholder Meeting and Workshop.

68.  Also on July 30, 2019, a joint stakeholder group comprised of 25 organizations*
submitted a proposal for modifications to the Commission’s energy-related rules. The proposal
included enforceable standards for 100 percent clean energy by 2045, 50 percent renewable energy by
2030, 10 percent distributed generation by 2030, and 35 percent cumulative EE savings by 2030.

69. On August 1, 2019, in Docket No. E-00000V-19-0034 (“IRP Docket™), APS filed its
2019 Preliminary IRP, which provided estimates of a range of costs and carbon impacts for the APS
system from a variety of technology options.

70. On August 2, 2019, in this docket, in response to a request from Commissioner

23 American Council for an Energy-Efficient Economy, Arizona Faith Network, Arizona Interfaith Power and Light,
Arizona Solar Energy Industries Association, Arizona Public Health Association, Black Mesa Water Coalition, CHISPA
Arizona, Conservative Alliance for Solar Energy, Diné C.A.R.E., E4TheFuture, Elders Climate Action, Environment
Arizona Research & Policy Center, Natural Resources Defense Council, Our Mother of Sorrows Catholic Church,
Physicians for Social Responsibility, Sierra Club, Solar Energy Industries Association, Solar United Neighbors, Southwest
Energy Efficiency Project, Sunrun, Té Nizhoni Ani, Tucson 2030 District, Vote Solar, Western Grid Group, and Western
Resource Advocates.
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Kennedy, APS filed a letter identifying the groups that had participated in APS’s IRP stakeholder
process, which involved eight stakeholder meetings beginning in December 2018.

71. On August 7, 2019, the July 30 and 31, 2019, Stakeholder Meeting and Workshop
continued for stakeholder presentations and discussion concerning the Second Draft. On the same date,
at a Staff Open Meeting, the Commission discussed issues raised at the Stakeholder Meeting and
Workshop held on July 30 and 31, 2019, as well as how to obtain additional information from
stakeholders and other states.

72.  On August 15, 2019, Commissioner Olson submitted a letter to the docket regarding
amendments to the REST Rules, proposing that the Commission consider capping the funds that
utilities could spend in excess of the lowest cost method of energy generation.

73. On September 6, 2019, Staff filed a Memorandum providing notice of a September 19
and 20, 2019, Stakeholder Meeting and Workshop to discuss each LSE’s 2019 preliminary IRP and the
Second Draft. Staff also requested that interested persons file written comments in this docket and the
IRP Docket.

74. On September 11,2019, at a Staff Open Meeting, the Commission obtained information
from the Arizona Department of Agriculture’s Weights and Measures Services Division concerning
the legal requirement for providers of public electric vehicle charging to sell fuel on a kWh or joules
basis rather than on a time basis. The Commission also discussed the effectiveness of the EEE and
GEE Rules and, concerning the Competition Rules Docket, the process for considering Retail Electric
Competition Rules.

74, On September 19, 2019, a Stakeholder Meeting and Workshop was held to discuss, inter
alia, the IRP Docket and this docket.

76. On September 25, 2019, Sierra Club, Grand Canyon Chapter (“*Sierra Club™) submitted
an Arizona Coal Plant Valuation Study: Economic Assessment of Coal-Burning Power Plants in
Arizona and Potential Replacement Options, prepared for Sierra Club by Strategen Consulting, LLC
(“Strategen”) and dated September 18, 2019 (“Arizona Coal Plant Valuation Study”™).

s On October 15, 2019, Chairman Burns filed a letter outlining a proposed IRP process

based on discussions at meetings of the National Association of Regulatory Ultility
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Commissioners/National Association of State Energy Offices (“NARUC/NASEQ”) Task Force on
Comprehensive Electricity Planning, in which Chairman Bumns and his policy advisor participated.

78. On December 27, 2019, in compliance with Decision No. 77289, TEP, UNS Electric,
and APS filed a joint statewide transportation electrification plan.

79. On December 31, 2019, Arizona Electric Power Cooperative, Inc. (“AEPCO”) filed
comments criticizing the Arizona Coal Plant Valuation Study.

80. On January 8, 2020, Commissioner Kennedy filed a letter describing the Kennedy
Renewable Energy Standard and Transition Plan II (“KREST II"”). KREST II included a 50-percent
renewable energy standard by 2028 and a 100-percent carbon-free emissions standard by 2045,
eliminated the distributed generation carveout from the REST rules and included a requirement for 10
percent of retail sales to be sourced from distributed generation, proposed a task force to address
renewable energy development on tribal lands, proposed a Commission investigation of securitization
and reinvestment of bond funds for energy transition costs, included resiliency and reliability
provisions, and required utilities to address their water use.

81. On January 15, 2020, at a Staff Open Meeting, the Commission discussed KREST II as
well as the best process to get additional information from stakeholders and move forward with revising
the Second Draft. Staff informed the Commission that Staff would be providing another revised draft.

82. On February 19, 2020, Staff filed Staff’s third revised draft of proposed modifications
to the Commission’s Energy Rules (“Third Draft”). Staff indicated that it had revised the Second Draft
following feedback received at workshops, written comments submitted to the docket, and a review of
relevant energy policies from across the U.S. Staff stated that the major changes included new
reporting requirements, standards instead of goals, revised standards, programs to encourage new
technology and allow for greater participation in the IRP process, and a more defined compliance
framework. Staff summarized the changes in detail and again requested that interested persons provide
written comments. Staff also stated that the Third Draft would be considered at a Stakeholder Meeting
and Workshop to be held on March 10 and 11, 2020.

83. On February 25 and 26, 2020, a Stakeholder Meeting and Workshop was held

concerning the Competition Rules Docket.
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84. On March 10 and March 11, 2020, Staff hosted a Stakeholder Meeting and Workshop
to discuss the Third Draft.

85. On March 11, 2020, Ceres docketed a February 20, 2020, report prepared by Strategen,
entitled Arizona Renewable Energy Standard and Tariff: 2020 Progress Report (“Arizona REST 2020
Progress Report”), which provided an analysis of the costs and benefits of the REST Rules since their
adoption.

86. On March 12, 2020, Western Resource Advocates (“WRA™) docketed a presentation
regarding a Western Interconnect Clean Energy Study commissioned by it and the Clean Air Task
Force and completed by DeSolve, LLC and Carbon Impact Consulting, which had been provided
during the Stakeholder Meeting and Workshop (“Western Interconnect Clean Energy Study”). The
Western Interconnect Clean Energy Study included modeling results performed using the Gen X
Configurable Electricity Resource Capacity Expansion Model included in a November 27, 2017, MIT
Energy Initiative Working Paper.

87. Also on March 12, 2020, a group of 32 organizations** (“Joint Stakeholders”) filed the
same proposal originally filed in this docket on July 30, 2019, including proposed Joint Stakeholder
Rules.

88. Also on March 12, 2020, Commissioner Lea Marquez Peterson filed a letter to the
docket requesting cost analyses and customer impact reports to aid in creating a final rules package and
in evaluating various energy policy proposals.

89. On March 13, 2020, Interwest Energy Alliance (“Interwest”) filed a copy of its
presentation made at the March 11, 2020, Workshop, which provided data supporting a clean energy
standard, the use of renewables, the use of an energy implementation plan, and the use of all-source
requests for proposals (“ASRFPs”) and independent monitors.

90. On March 18, 2020, the Joint Stakeholders filed a copy of the presentation made on
their behalf at the March 2020 Workshop. Also on March 18, 2020, The Nature Conservancy filed a

copy of its presentation made at the March 2020 Workshop, in which it cited multiple sources of data

4 The additional organizations are: Grand Canyon Trust, Yavapai Climate Change Coalition, Oculus-Studio, League of
Women Voters Arizona, Solar Gain, Citizens’ Climate Lobby Arizona, and the Earth Justice Ministry of Unitarian
Universalist Congregation of Phoenix.
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concerning, inter alia, federal air quality violations in Arizona and sources of carbon emissions.

9l. On March 19, 2020, the Joint Stakeholders filed a response to Commissioner Marquez
Peterson’s March 12, 2020, letter, listing and summarizing a number of studies that, inter alia, analyze
public opinion about energy-related and climate-change-related issues among Arizona voters, the costs
of clean energy, the economic and non-economic benefits of the REST, the value of rooftop solar, the
economic and non-economic benefits of EE, the costs of EE, and the benefits of transitioning away
from coal generation.

92. Also on March 19, 2020, Ceres filed comments supporting clean energy, renewable
energy, and EE standards, citing several resources for supportive economic and non-economic data.

93. Late on March 19, 2020, the Joint Stakeholders filed their policy recommendations for
the energy-related rules.

94. On March 20, 2020, Commissioner Mérquez Peterson filed a letter to the docket
outlining the policy positions she supported and requesting that the Commission adopt a Policy
Statement regarding the Commission’s energy policy to guide the process of adopting new rules. Inter
alia, Commissioner Marquez Peterson supported a 100-percent clean energy standard to be achieved
by 2050, use of energy implementation plans and ASRFPs, and data-driven decisions regarding
renewables, EEE, distributed generation plus storage, and deployment of electric vehicles.

95.  Also on March 20, 2020, Conservatives for Responsible Stewardship provided a copy
of its presentation made at the March Workshop, which included data on the cost of energy by resource
type, the pricing of solar-plus-battery power purchase agreements, and the level of solar irradiance in
Arizona.

96. Also on March 20, 2020, Interwest filed a response to Commissioner Marquez
Peterson’s March 12, 2020, letter, providing responsive data from multiple cited sources.

97. On March 23, 2020, APS also responded to Commissioner Marquez Peterson’s letter
by filing two presentations that previously had been shared at workshops. One was an APS presentation
on its Clean Energy Commitment. The other was a presentation prepared by E3:
Energy+Environmental Economics (“E3”) in August 2019, providing APS IRP Stakeholder Screening

Tool Final Analysis Results and including data, inter alia, on the costs and carbon impacts for various
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energy scenarios.

98.  Also on March 23, 2020, Commissioner Olson filed a letter explaining his position on
the proposed energy-related rule modifications, including that the Commission should replace the
REST with a requirement that utilities invest in the most cost-effective mix of energy generation
methods or, alternatively, should impose a cap on costs exceeding the lowest cost method and that
ASRFPs and independent monitors should be used.

99. On March 25, 2020, Chairman Burns filed a letter in the docket clarifying his policy
positions for the Commission’s energy-related rules and explaining where the Commission was in the
rule-making process. Chairman Burns provided a link to data on recent renewable energy prices in
western states.

100. Also on March 25, 2020, Commissioner Kennedy submitted a letter to the docket
regarding her policy positions for the Commission’s energy-related rules. Commissioner Kennedy
cited the Intergovernmental Panel on Climate Change’s 2019 Report for Policymakers to support the
need for aggressive decarbonization to mitigate global warming; stated that she supported a 100-
percent clean energy standard by 2040, but could support a 2050 deadline to obtain the support of a
majority of Commissioners; and further stated that the data in the docket submitted by numerous
stakeholders supports a 50-percent REST by 2030 and a 35-percent EE standard by 2030.
Commissioner Kennedy cited several data sources in her letter.

101.  On April 6, 2020, Sierra Club filed a response to the December 31, 2019, comments
filed by AEPCO on the Arizona Coal Valuation Study. The response was in the form of a report
prepared by Sierra Club and Strategen to answer AEPCO’s concerns and to provide clarification and
additional data.

102.  On April 8, 2020, Southwest Energy Efficiency Project (“SWEEP”) filed a letter
supporting significant modifications to the Commission’s IRP process and the use of EE standards, and
providing a copy of the presentations made by SWEEP at the March 10, 2020, Workshop, entitled
Energy Efficiency: Standards Versus IRPs (“EE Standards vs. IRPs”) and The Effectiveness and Value
of Energy Efficiency Resource Standards (“Effectiveness & Value of EE Standards™). Both

presentations cited data sources.
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103.  On May 7, 2020, Commissioner Kennedy submitted a letter to the docket requesting
stakeholder input on the potential engagement of a third-party administrator for the DSM programs for
all Class A utilities.

104. On May 11, 2020, the Mayor and City Council of Tucson filed Resolution No. 23166,
dated April 21, 2020, supporting the Commission’s adoption of a clean energy standard of 100 percent
by 2050.

105. On May 14, 2020, Chairman Burns submitted a letter to the docket regarding his
proposed modified IRP process, which he believed would obviate the need for use of a third-party
administrator for DSM programs as proposed by Commissioner Kennedy. Chairman Burns stated that
unlike the Third Draft, his proposal would integrate EE and DSM into the IRP process by treating them
as any other generation resource for purposes of a utility’s ASRFP and cost recovery. Chairman Burns
stated that his proposal also would include substantial stakeholder participation, Commission approval
of a utility’s load forecast, Staff or Commission approval of the ASRFP, and Commission approval of
a utility’s action plan.

106. OnMay 19, 2020, Ceres filed a letter along with an April 2020 report created by Energy
Innovation Policy & Technology LLC and Cleanenergy.org, entitled Making the Most of the Power
Plant Market: Best Practices for All-Source Electric Generation Procurement (“Best Practices for All-
Source Procurement”). The report cited numerous sources for the data presented therein.

107.  On June 11, 2020, Sunrun filed a letter requesting that the Commission include in the
energy-related rules distributed renewable energy and distributed renewable storage requirements and
directives for distributed renewable storage aggregations. Sunrun supported having the energy-related
rules limit the distributed generation definition to non-utility-owned generation resources.

108.  On June 26, 2020, in the IRP Docket, APS filed its 2020 IRP (“APS 2020 IRP”’), which
analyzed multiple portfolios to achieve 2030 and 2050 resource goals, including a goal of delivering
100 percent clean, carbon-free, affordable electricity by 2050.

109.  Also on June 26, 2020, in the IRP Docket, TEP filed its 2020 IRP (“TEP 2020 IRP”),
which stated its long-term strategy was to transition fully to clean energy.

110.  On June 30, 2020, the Mayor of the City of Phoenix filed a letter supporting expanded
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investment in renewable energy and a clean energy standard of 100 percent by 2050, with interim
targets in 2030 and 2035.

111.  Also on June 30, 2020, the Coconino County Board of Supervisors filed a letter
supporting a clean energy standard of 100 percent by 2050, with interim standards for 2030 and 2040.

112, On July 2, 2020, the Mayor and City Council of Flagstaff filed Resolution No. 2020-
09, declaring a climate emergency and calling on the State of Arizona, among others, to initiate a
transition and climate emergency mobilization effort to mitigate global warming and create high-
quality, good-paying jobs with comprehensive benefits for those who will be impacted by the transition.

113.  On July 6, 2020, two members of the Mesa City Council filed a letter on behalf of the
City of Mesa encouraging the Commission to adopt a clean energy standard of 100 percent by 2050,
with interim standards for 2030 and 2040.

114.  On July 9, 2020, the City of Tempe filed a letter supporting Commission adoption of a
clean energy standard of 100 percent by 2050, with an interim target for 2030.

115.  On July 13, 2020, a subset of the Joint Stakeholders filed a letter supporting the use of
securitization and other methods to facilitate a just and equitable transition to clean energy in Arizona,
along with a November 2018 Sierra Club report, entitled Harnessing Financial Tools to Transform the
Electric Sector, and a second document appearing to be an excerpt from a larger document, entitled
Tradeoffs in Financial Transition: “Levers and knobs.”

116. On July 15, 2020, at Open Meeting, the Commission discussed but did not vote on the
Third Draft.

117.  The specific written comment filings described above are only a small portion of the
written comments received by the Commission between October 26, 2018, and July 16, 2020. In all,
informal written comments and information on various energy-related topics were submitted to the

docket by numerous individual stakeholders and by or on behalf of the following entities:

3Degrees Group, Inc.

AARP

Advanced Energy Buyers Group
Advanced Energy Economy
Ajo Improvement Company
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Alliance for Industrial Efficiency

Alliance for Transportation Electrification
American Council for an Energy-Efficient Economy
American Council on Consumer Awareness, Inc.
American Express

APS

Arizona Chapter of the Physicians for Social Responsibility
Arizona Competitive Power Alliance

ADEQ

Arizona Electric Power Cooperative, Inc.
Arizona Faith Network

Arizona Free Enterprise Club

Arizona Interfaith Power and Light

Arizona Petroleum Marketers Association
Arizona PIRG Education Fund (*PIRG”)
Arizona Public Health Association

APS

Arizona Solar Energy Industries Association (“AriSEIA”)
Arizona Technology Council

Arizona Transit Association

Arizonans for Electric Choice and Competition
Ball Corporation

Biosphere Systems International Foundation
Black Mesa Water Coalition

BYD North America, Ltd.

Calpine Energy Solutions, LLC

Center for Economic Integrity

Center for Resource Solutions (“CRS”)

Ceres BICEP Network

ChargePoint, Inc.

CHISPA Arizona

City of Flagstaff

City of Fountain Hills

City of Mesa

City of Phoenix

City of Scottsdale

City of Tempe

City of Tucson

Clean Power Technologies, LLC

Coconino County Board of Supervisors
Conservative Alliance for Solar Energy
Conservatives for Responsible Stewardship
Consumer Federation of America

Consumer Reports

The Crosier Fathers and Brothers of Phoenix
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Crosier Village Ministries

Din¢ C.A.R.E.

Direct Energy Business, LLC

E4TheFuture

Earth Justice Ministry of Unitarian Universalist Congregation of Phoenix
Elders Climate Action

Electrify America, LLC

eMotorWerks

Energy Storage Association

Environment Arizona Research & Policy Center
EVBox

EVGo

First Solar, Inc.

Freeport Minerals Corporation

Grand Canyon State Electric Cooperative Association, Inc. (“GCSECA™)
Grand Canyon Trust

Green Earth Energy & Environmental, Inc.

Green Machine Power, LLC

Greenlots

HM3 Energy

Ingersoll Rand

International Brotherhood of Electrical Workers, Arizona State Association
Interwest

Just Energy

Kids Climate Action Network

League of Women Voters Arizona

LEAN Energy US

Morenci Water and Electric Company

National Energy Marketers Association

National Housing Trust

Natural Resources Defense Council

Nature Conservancy in Arizona

Northern Arizona University’s Ecological Restoration Institute
Oculus-Studio

ON Semiconductor

Our Mother of Sorrows Catholic Church

Paired Power

Pascua Yaqui Tribe

Phoenix Arizona Electric Auto Association
Physicians for Social Responsibility, Arizona Chapter
Pima County

Plug In America

Power Development

Prescott Electric Vehicle Association

Primavera Foundation
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e ProgressNow Arizona

e Proterra, Inc.

e Reclaim

e Residential Utility Consumer Office (“RUCO”)

e Retail Energy Supply Association

e Salt River Project Agricultural Improvement & Power District
e Schneider Electric

e Siemens Digital Grid

e Sierra Club

e Solar Energy Industries Association

e Solar Gain

e Solar United Neighbors of Arizona (“SUN Arizona™)
e Sonoran School District

o SWEEP

e Southwest Gas Corporation (“SW Gas”)

e Southwestern Power Group Il

o Staff Matters

e Sunrun, Inc.

o Tesla, Inc.

e T Nizh6ni Ani

e Tucson 2030 District, Inc.

e TEP

e Tucson Electric Vehicle Association

e Tucson Urban League, Inc.

e U.S. Energy Recovery, LLC

e UNS Electric

e Vote Solar

e  Western Grid Group (“"WGG”)

¢ WRA

o Western States Petroleum Association (“WSPA™)
e Western Sustainable Agriculture Working Group
e The Western Way

o Wildfire: Igniting Community Action to End Poverty in Arizona

Yavapai County Climate Change Coalition
118.  On July 17, 2020, Staff docketed a Memorandum and Proposed Order with revised

energy-related rules (“Fourth Draft”). Staff stated that based on correspondence from the
Commissioners, written comments, and Workshops, and because of current national trends and
developments in technology, Staff recommended repealing the Commission’s Resource and
Procurement Rules, REST Rules, EEE Rules, GEE Rules, and EPS Rule; modifying the Net Metering
Rules; and adopting new energy-related rules in a new Article 27 of A.A.C. Title 14, Chapter 2. Staff

stated that its recommended rule changes were necessary and in the public interest.
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119.  On July 24, 2020, Commissioner Burns filed his Proposed Amendment No. I, which
proposed technical changes to the form of the order.

120.  Also on July 24, 2020, Commissioners Burns and Kennedy filed the Burns & Kennedy
Joint Proposed Amendment No. 1, which included revised energy-related rules to replace the Fourth
Draft.

121.  On July 29, 2020, Staff filed a Memorandum and Revised Proposed Order, which
superseded the Proposed Order filed on July 17, 2020, and contained changes to portions of the Fourth
Draft (“Revised Fourth Draft”).

122.  Also on July 29, 2020, Commissioner Dunn submitted three proposed amendments.
Commissioner Dunn Proposed Amendment No. | added language to clarify that a prudency
determination would be made within the context of a rate case or later proceeding before the
Commission. Proposed Amendment No. 2 added provisions to allow Staff to hire an independent
consultant at the expense of the utility to assist in evaluating the utility’s Clean Energy Implementation
Plan. Proposed Amendment No. 3 updated the clean energy standard with interim goals.

123.  Also on July 29, 2020, Commissioner Olson filed his Proposed Amendment No. 1, with
changes designed to ensure that the proposed rules would not increase costs for ratepayers.
Commissioner Olson also filed a Proposed Amendment No. 2, intended to strengthen the ASRFP
process and to provide more flexibility for cooperatives.

124, On July 30, 2020, Commissioner Dunn filed Proposed Amendment No. 4, proposing to
modify the distributed renewable storage standard to require electric utilities to procure 5 percent of
aggregate peak demand capacity from storage and 50 percent of that 5 percent from distributed
renewable storage, and to eliminate the requirement that the energy storage system be paired with a
renewable energy resource.

125.  Also on July 30, 2020, Staff filed a redline document showing the changes between the
Fourth Draft and Revised Fourth Draft. Staff indicated that the changes included minor corrections
and clerical changes to conform with rulemaking standards, and substantial changes to the sections of
the rules relating to Renewable Energy Resources, Electric and Gas Energy Efficiency, Commission

Approval and Acknowledgement, Commission Enforcement, and Cost Recovery and Prudency. Staff
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subsequently filed a redline document showing modifications from the Third Draft.

126.  Also on July 30, 2020, Chairman Burns filed Burns Proposed Amendment No. 2, which
proposed changes to the form of the order and also included a new attachment of proposed rule changes
to replace the Revised Fourth Draft.

127.  Also on July 30, 2020, Commissioner Marquez Peterson proposed six amendments.
Marquez Peterson Proposed Amendment No. 1 proposed to replace the technology-based standard in
the Fourth Revised Draft with an emissions-based standard. Marquez Peterson Supplemental
Amendment No. 1 proposed an interim target based on emissions reductions. Marquez Peterson
Proposed Amendment No. 2 replaced the IRP and Resource Procurement processes with an ASRFP
and Load Forecast and Needs Assessment process. Marquez Peterson Proposed Amendment No. 3
proposed a 35-percent DSM standard by 2030. Marquez Peterson Proposed Amendment No. 4
proposed replacing the distributed renewable storage mandate with a requirement for tariffs to
incentivize distributed storage. Marquez Peterson Proposed Amendment No. 5 proposed modifications
relating to cooperatives.

128.  Also on July 30, 2020, a Special Open Meeting was held at which extensive public
comment was received from numerous and diverse stakeholder organizations as well as individual
stakeholders. After discussion, the Burns & Kennedy Joint Proposed Amendment No. 1 was
withdrawn, and it was determined that another Open Meeting would be held to discuss the Revised
Fourth Draft and the various proposed amendments thereto.

129.  Also on July 30, 2020, the Arizona Free Enterprise Club filed Lazard’s Levelized Cost
of Energy Analysis—Version 13.0, dated November 2019 (“Lazard LCOE Analysis™), a study
concerning the cost-competitiveness of renewable energy generation technologies as compared to
conventional generation technologies.

130.  On July 31, 2020, Staff filed a presentation made by the National Energy Marketers
Association at the July 30, 2020, Special Open Meeting.

131.  On August 4, 2020, Commissioner Dunn submitted a letter to the docket regarding the
process for adopting the new energy-related rules, advocating for a process that considered the Revised

Fourth Draft and all filed amendments.
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132.  On August 5, 2020, at its Staff Open Meeting, the Commission discussed a proposal by
the Chairman regarding the process and procedure for moving forward with rulemaking but did not
take a vote.

133.  On August 26, 2020, in the IRP Docket, UNS Electric filed its 2020 IRP (“UNSE 2020
IRP”), which UNS Electric described as continuing its shift toward generating its own cleaner energy
and away from purchased power, and toward its goal of supplying 50 percent of its energy to retail
customers from renewable resources by 2035.

134.  On September 11, 2020, Chairman Burns filed Burns Proposed Revised Amendments
Nos. 1 and 2. Burns Proposed Revised Amendment No. 1 proposed changes to the order as well as
extensive changes to the Revised Fourth Draft, largely consistent with the withdrawn Burns & Kennedy
Joint Proposed Amendment No. 1. Burns Proposed Revised Amendment No. 2 proposed extensive
changes to the Revised Fourth Draft focused primarily on the requirements and processes for Load
Forecast and Needs Assessment development and approval, ASRFPs, and Resource Plan approval.

135.  On September 16, 2020, Commissioner Kennedy submitted five proposed amendments.
Kennedy Revised Proposed Amendment No. 1 proposed to expand on the existing Energy Efficiency
Resource Standard and to establish a separate Demand Response Standard. Kennedy Revised Proposed
Amendment No. 2 altered and added definitions, provided for implementation of the renewable energy
resources standard on a faster schedule, required the Commission to develop community solar program
rules, and provided that tribal communities and other impacted communities would be given priority
for interconnection of renewable energy projects. Kennedy Proposed Amendment No. 3 proposed a
requirement for LSEs to prepare a Climate Change Resilience Plan as part of their IRPs. Kennedy
Proposed Amendment No. 4 proposed a requirement for regulated utilities to comply with a Carbon
Reduction Standard. Kennedy Proposed Amendment No. 5 proposed a requirement for electric utilities
to develop a distribution system plan that identified areas with reliability issues and evaluated the
feasibility of using distributed generation technology to solve those issues.

136.  On September 17, 2020, the Mayor of the City of Scottsdale filed a letter supporting the
Commission’s move toward adoption of clean energy rules and supporting EE and renewable energy.

137.  On September 22, 2020, Commissioner Olson filed two revised amendments. Olson
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Proposed Revised Amendment No. 1 proposed changes designed to ensure that the proposed rules did
not increase costs for ratepayers. Olson Proposed Revised Amendment No. 2 related to the ASRFP
process and flexibility for cooperatives.

138.  On September 23, 2020, Commissioner Dunn submitted a letter to the docket outlining
questions and requesting information in anticipation of the September 24, 2020, Open Meeting.
Commissioner Dunn also filed a Revised Amendment No. 1 with the same purpose as the original.

139.  On September 24, 2020, a Special Open Meeting was held at which a presentation was
made by ASU regarding water usage savings from solar photovoltaic energy generation in place of coal
generation. During the meeting, a number of Commissioners’ proposed amendments were described,
numerous stakeholder comments were made regarding those proposed amendments as well as broader
energy policy, and discussion occurred among the Commissioners.

140.  Also on September 24, 2020, CRS filed a letter advocating for the use of RECs as a
mechanism for tracking, accounting, compliance, and verification for the Commission’s renewable
energy or clean energy standards. CRS cited several sources to support its position.

141.  On September 25, 2020, Commissioner Marquez Peterson filed a Revised Amendment
No. 2 and a separate document explaining its provisions and changes, which she stated were made in
conformance with discussions at the September 24, 2020, Special Open Meeting.

142.  On October 2, 2020, Commissioner Marquez Peterson submitted a letter to the docket
requesting that the issues of forest biomass and the Cholla Power Plant conversion be placed on the
next Open Meeting agenda.

143, On October 8, 2020, Commissioner Marquez Peterson filed two proposed amendments.
Marquez Peterson Proposed Amendment No. 9 proposed a requirement that each regulated electric
utility procure a proportional share of 60 megawatts (“MW?”) of power from forest biomass. Marquez
Peterson Revised Amendment No. | combined her Proposed Amendment No. 1 and Supplemental
Amendment No. 1, and altered the planning targets for proposed emissions-based approaches.

144.  Also on October 8, 2020, Chairman Burns submitted a letter to the docket explaining
the proposed amendments that he supported and what amendments he believed could be combined and

how.
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145.  On October 9, 2020, Commissioner Dunn submitted a letter to the docket explaining his
position on the various proposed amendments.

146.  Also on October 9, 2020, Commissioner Marquez Peterson filed a Second Revised
Amendment No. 2 and an Alternative Amendment No. 5 to align with her Second Revised Amendment
No. 2. The Second Revised Amendment No. 2 made some of the changes requested by Chairman
Burns in his October 8, 2020, letter.

147.  Also on October 9, 2020, Commissioner Kennedy filed a Proposed Revised Amendment
No. 4, which incorporated a compromise set forth by WRA, with some modifications, requiring
regulated utilities to comply with a 100-percent carbon reduction standard by 2050, while also meeting
iterim targets.

148. On October 13, 2020, Commissioner Marquez Peterson filed two proposed
amendments. Marquez Peterson Revised Amendment No. 3 made a change to the definition of “cost
effective.” Marquez Peterson Proposed Amendment No. 8 addressed the impact on communities from
the retirement of conventional power plants.

149.  On October 14, 2020, Commissioner Dunn filed two proposed amendments addressing
distributed storage standards and the requirement for an Energy Storage System (“ESS”) tariff. Dunn
Proposed Revised Amendment No. 4 included portions of Marquez Peterson Proposed Amendment
No. 4, Kennedy Proposed Amendment No. 2, Burns Revised Proposed Amendment No. 1, and Dunn
Proposed Amendment No. 4. Dunn Second Revised Amendment No. 4 combined Marquez Peterson
Proposed Amendment No. 4, Burns Revised Proposed Amendment No. 1, and Dunn Proposed
Amendment No. 4.

150.  Also on October 14, 2020, Commissioner Kennedy filed two proposed amendments.
Kennedy Proposed Second Revised Amendment No. 1 incorporated language from Burns Revised
Proposed Amendment No. 1 and Kennedy Revised Proposed Amendment No. 1, the DSM capacity
approach from Commissioner Marquez Peterson Amendment No. 3, and Kennedy Revised
Amendment No. 1. Kennedy Proposed Revised Amendment No. 4 addressed the Clean Energy
Standard, REST, and Carbon Reduction Standard, combining Kennedy Proposed Amendment No. 4,

Marquez Peterson Proposed Second Revised Amendment No. 1, and Dunn Proposed Amendment No.
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151.  Between July 17 and October 14, 2020, comments regarding the Fourth Draft, Revised
Fourth Draft, and various Commissioner amendments were filed by numerous individual stakeholders
and by or on behalf of the following organizations:

e  WSPA (multiple)

Grand Canyon State Electric Cooperative Association, Inc. (multiple)

Proctor Engineering Group, Ltd.

WRA (multiple)

SW Gas (multiple)

TEP

APS (multiple)

Vote Solar, Sunrun, AriSEIA, SUN Arizona, Coalition for Community Solar Access
(jointly)

WGG, T6 Nizh6ni Ani, SWEEP, Sierra Club, Dine CARE, and WRA (jointly)
SWEEP (multiple)

Interwest (multiple)

Pima County Governmental Center

Sierra Club

Arizona Interfaith Power & Light, Environment Arizona Research & Policy Center,
Yavapai Climate Change Coalition, American Council for an Energy-Efficient
Economy, and Citizens Climate Lobby Arizona (jointly)

PIRG and Wildfire (jointly)

RUCO

TEP and UNS Electric (jointly and multiple)

Arizona Free Enterprise Club

City of Scottsdale

Arizona Electric Power Cooperative, Inc.

Vote Solar, Sunrun, SUN Arizona, and AriSEIA (jointly and multiple)

CRS

PIRG, SWEEP, and Wildfire (jointly and multiple)

WGG

152. On October 14, 2020, at its Open Meeting, the Commission extensively discussed a
number of policy positions and proposed amendments, voting to approve an amendment identified as
ACC No. 1, which was based on amendment language proposed in a filing made by PIRG, SWEEP,
and Wildfire. It was then determined that the Open Meeting would be recessed until a future date.

153. On October 15, 2020, in the IRP Docket, the New York University School of Law
Institute for Policy Integrity (“Policy Integrity”) submitted comments concerning the monetization of

emissions impacts, which referred to several reports on the value of distributed energy resources and
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pollutant reductions.

154.  On October 23, 2020, Commissioner Kennedy filed her Proposed Second Revised
Amendment No. 4, containing proposals related to the carbon reduction standard.

155.  On October 26, 2020, Commissioner Dunn filed a Proposed Amendment No. 5 relating
to the ASRFP and IRP processes. The amendment combined Burns Revised Proposed Amendment
No. 2, Dunn Proposed Amendments Nos. 1 and 2, Kennedy Proposed Amendment No. 5, Marquez
Peterson Proposed Revised Amendment No. 2 and Proposed Amendment No. 8, and Staff’s proposal
for the IRP Process as contained in the Revised Fourth Draft.

156. On October 28, 2020, Commissioner Olson submitted a letter to the docket attaching
Olson Proposed Amendment No. 3, encouraging the Commission to adopt a limit on how much utilities
could recover from ratepayers for compliance with the proposed rules above what it would cost the
utility if the rules did not apply.

157.  On October 28, 2020, Commissioner Marquez Peterson submitted a letter to the docket
requesting information from APS and TEP on the cost of converting 50 percent of the utilities’ internal
combustion fleets to electric vehicles by 2032. Commissioner Marquez Peterson also submitted a letter
to the docket regarding her concerns with requiring utilities to convert their vehicle fleets to electric
vehicles.

158. Between October 15 and 29, 2020, comments regarding the Fourth Draft, Revised
Fourth Draft, and various Commissioner amendments were filed by numerous individual stakeholders

and by or on behalf of the following organizations:

WSPA

Arizona Power Authority

GCSECA

Vote Solar, Sunrun, AriSEIA, and SUN Arizona (jointly)
WGG, Sierra Club, SWEEP, and PIRG (jointly)

City of Tucson

TEP

159. On October 29, 2020, Commissioner Kennedy filed her Proposed Third Revised

Amendment No. 4 with minor language changes for consistency and clarity.
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160.  Also on October 29, 2020, Commissioner Olson filed Olson Proposed Amendment No.
3, which would cap at $1 million the amount an electric utility could spend to comply with the rules
beyond the amount the utility would spend if the rules did not apply.

161.  Also on October 29, 2020, Commissioner Dunn filed Dunn Proposed Amendment No.
6, the purpose of which was to apply a resource-based approach rather than an emissions-based
standard to distribution cooperatives.

162.  On October 29, 2020, the Commission reconvened the Open Meeting recessed on
October 14, 2020. The Commission again discussed a number of proposed amendments. The
Commission voted to pass Commissioner Dunn’s Second Revised Amendment No. 4, with revisions
requested by Vote Solar, Sunrun, SUN Arizona, and AriSEIA. The Commission also voted to approve
Commissioner Kennedy’s Proposed Third Revised Amendment No. 4, with verbal amendments;
Commissioner Dunn’s Proposed Amendment No. 6; an amendment created by the WGG and proposed
by Chairman Burns, with verbal amendments; Commissioner Marquez Peterson’s Alternative
Amendment No. 5; and a Staff Correction Amendment, with verbal amendments.

163.  On November 5, 2020, at its Staff Open Meeting, Staff reported that a conforming order,
to include the rule language as amended, was being prepared and that the conforming order would be
docketed within days.

164. On November 10, 2020, Staff docketed the conforming Memorandum and Proposed
Order with the amended rule language (“conforming order”).

165.  Also on November 10, 2020, Staff filed three proposed amendments to the conforming
order. Staff Proposed Amendment No. 1 proposed clarifications to the resource planning and
procurement process in the amended rule language. Staff Proposed Amendment No. 2 addressed the
Clean Energy Implementation Plan section in the amended rule language. Staff Proposed Amendment
No. 3 addressed superfluous terms in the amended rule language.

166. On November 12, 2020, Chairman Burns filed Burns Proposed Amendment No. 3,
which proposed to remove the amended rule language’s requirement for utilities to install resources
based on technology.

167. On November 13, 2020, Staff filed a Revised Proposed Amendment No. 1.
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168.  Also on November 13, 2020, at a Special Open Meeting, the Commission considered
the conforming order and amended rule language, voted to approve Staff’s Proposed Amendments Nos.
1, 2,3, and 4 (two with verbal amendments), and ultimately voted to approve the conforming order and
amended rule language as further amended (“Energy Rules™).

169. On November 23, 2020, the Commission issued Decision No. 77829, requiring the
following:

(a) That Staff file, by November 27, 2020, a Notice of Rulemaking Docket Opening
(“NRDO”) and a Notice of Proposed Rulemaking (“NPRM”) with the Office of the Secretary of State
for publication in the Arizona Administrative Register by December 18, 2020, to initiate the formal
rulemaking process for the Energy Rules as adopted at the Special Open Meeting held on November
13, 2020;

(b) That the Commission accept formal written comments on the NPRM until January
22,2001

(c) That the Hearing Division hold telephonic Oral Proceedings to receive public
comment on the NPRM on January 19 and 20, 2021, and that the Preamble for the NPRM include
information regarding the Oral Proceedings;

(d) That Staff ensure the Preamble to the NPRM complies with A.R.S. § 41-1001(16)
and contains information on how the public can provide written and oral comments;

(e) That Staff file a draft Economic, Small Business, and Consumer Impact Statement
(“EIS™) by January 11, 2021, that addresses the economic impacts of the proposed rules and conforms
to the requirements of A.R.S. § 41-1057(A)(2); and

(f) That Staff file, by February 26, 2021, a summary of all written and oral comments
concerning the NPRM received between November 23, 2020, and January 22, 2021, with Staff’s
responses; and a revised EIS or a memorandum explaining why no revision to the previously filed EIS
1S necessary.

170.  On December 1, 2020, Staff docketed a copy of the NRDO and NPRM as submitted to

the Secretary of State on November 27, 2020.

33 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

171.  The NRDO and NPRM were published in the Arizona Administrative Register on
December 18, 2020, officially commencing the formal comment period for this rulemaking. The
NPRM is attached hereto and incorporated herein as Exhibit A.

172.  On January 14, 2021, Staff filed an EIS.

173.  On January 19, 2021, in accordance with A.R.S. § 41-1023, an Oral Proceeding was
held to allow adequate discussion of the substance and form of the Energy Rules and to allow persons
to ask questions and present oral argument, data, and views on the Energy Rules. Due to the COVID-
19 pandemic, the oral proceeding was conducted telephonically. Before public comment was taken,
Staff provided a summary of the proposed rules. Public comment was then provided by 17 individual
stakeholders and by representatives from WRA, Arizona Public Health Association, Arizona Interfaith
Power and Light, the American Lung Association, Interwest, SW Gas, the Western Way, CRS, WGG,
and Chispa Arizona. Staff was given the opportunity to respond to the public comments, and the
presiding Administrative Law Judge (“ALJ”) asked clarifying questions of some of the commentors.
Staff and the ALJ encouraged those who had provided public comment to submit their comments in
writing as well.

174.  On January 20, 2021, a second Oral Proceeding was held, again telephonically. Public
comment was provided by seven individual stakeholders and by representatives from PIRG, Sierra
Club, Solar Energy Industries Association, SWEEP, SUN Arizona, TEP and UNS Electric, Arizona
Technology Council, Arizona Y outh Climate Coalition, and the U.S. Energy Storage Association. Staff
again was given the opportunity to respond to the public comments, and the ALJ again asked clarifying
questions of some of the commentors. Staff and the ALJ again encouraged those who had provided
public comment to submit their comments in writing.

175.  Also on January 20, 2021, the American Lung Association filed comments supporting
the Energy Rules, providing data concerning air pollution in Arizona and providing the results of a

November 2020 Global Strategy Group survey of Arizona voters regarding their concerns about
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climate change and their desire to move toward clean energy (“GSG Poll”). The American Lung
Association also referenced its report entitled 2020 State of the Air (“State of the Air”).”

176.  Also on January 20, 2021, the Joint Stakeholders filed comments supporting the Energy
Rules, providing an index of analyses, studies, white papers, reports, and original research documenting
the public interest case for clean energy investment and adoption of the Energy Rules. The Joint
Stakeholders also included a list of the written comments (350 between December 6, 2018, and January
6, 2021) and oral comments (62 between April 30, 2019, and March 11, 2020) provided in this docket
to support the Energy Rules.

177.  On January 22, 2021, Commissioner Olson submitted a letter to the docket raising legal
concerns with the Energy Rules in light of the Arizona Supreme Court’s decision in Johnson Utilities,
L.L.C. v. Arizona Corp. Comm 'n, 249 Ariz. 215 (2020) (“Johnson Utilities™).

178.  Also on January 22, 2021, SWEEP filed a report prepared for SWEEP by Strategen,
dated January 21, 2021, and entitled AZ Energy Rules Analysis (“AZ Energy Rules Analysis”). The
report provides an independent analysis of the likely ratepayer impacts of the proposed Energy Rules.

179. On February 1, 2021, WRA and the Arizona Center for Law in the Public Interest
submitted comments responding to Commissioner Olson’s letter regarding the Energy Rules and the
Arizona Supreme Court’s decision in Johnson Utilities.

180. At the February 2, 2021, Open Meeting, the Commission briefly discussed the
scheduling for the summary of written and oral comments and revised EIS to be filed by Staff.

181. On February 17, 2021, Commissioner Anna Tovar filed a letter sent to the
Commissioners from Arizona State Speaker of the House Russell Bowers, Senate President Karen
Fann, Representative Gail Griffin, and Senator Sine Kerr. The letter raised concerns with the
Commission’s authority to adopt the Energy Rules, the EIS filed by Staff, and the Commission’s lack
of procedural rules or a written policy on its rulemaking process. We respond to this public comment
in Exhibit C hereto.

182.  On February 18, 2021, at its Staff Open Meeting, the Commission discussed the EIS.

% State of the Air is available at stateoftheair.org/assets/SOTA-2020.pdf.
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183.  On February 19, 2021, Staff filed two reports by the Western Electricity Coordinating
Council: The Western Assessment of Resource Adequacy Report, dated December 18, 2020, and
Western Assessment of Resource Adequacy Subregional Spotlight: Desert Southwest, dated January
29, 2021.

184.  Also on February 19, 2021, Commissioner Kennedy submitted a letter to the docket
explaining the sources of data relied on by her in voting to approve the Energy Rules. Commissioner
Kennedy referred to the following dockets, asking that they be considered part of the evidentiary record

for this matter:

e Docket No. E-01345A-16-0036: In the matter of the application of Arizona Public
Service Company for a hearing to determine the fair value of the utility property of the
company for ratemaking purposes, to fix a just and reasonable rate of return thereon,
to approve rate schedules designed to develop such return;

e Docket No. E-01933A-19-0028: In the matter of the application of Tucson Electric
Power Company for the establishment of just and reasonable rates and charges
designed to realize a reasonable rate of return on the fair value of the properties of
Tucson Electric Power Company devoted to its operations throughout the state of
Arizona and for related approvals;

e Docket No. G-01551-A-19-0055: In the matter of the application of Southwest Gas
Corporation for the establishment of Just and Reasonable Rates and Charges designed
to realize a Reasonable Rate of Return on the Fair Value of the properties of Southwest
Gas Corporation devoted to its Arizona Operations,

e Docket No. EO0000V-15-0094: [In the matter of Resource Planning and Procurement
in 2015 and 2016;

e the IRP Docket;

e Docket No. RE-00000C-09-0427: In the matter of the Notice of Proposed Rulemaking
regarding Electric Energy Efficiency Rules; and

e Docket No. RE-00000C-05-0030: In the matter of the Notice of Proposed Rule
Amendment for the Environmental Portfolio Standard Rules.

We take official notice of the filings made in these dockets.
185.  On February 22, 2021, WRA filed a letter in the docket citing the Intergovernmental

Panel on Climate Change’s Special Report, Global Warming of 1.5°C, dated 2018, to support the need
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for decarbonization. WRA also recommended that Staff review and include in its revised EIS a number
of documents filed in the IRP Docket and this docket, with their filing dates:
e [RP Docket:
o The TEP 2020 IRP, June 26, 2020
o The APS 2020 IRP, June 26, 2020
o The Joint Stakeholders’ Alternative IRP, February 2, 2018
e This Docket:
o Policy Integrity, Valuing Pollution Reductions, January 22, 2021
o Western Interconnect Clean Energy Study, January 22, 2021
o AZ Energy Rules Analysis, January 22, 2021
o Lazard LCOE Analysis, July 30, 2020

o Sierra Club, Western Grid Group, and Citizen Groups, Harnessing Financial Tools to
Transform the Electric Sector, July 13,2020

o Best Practices for All-Source Procurement, May 19, 2020

o EE Standards vs. IRPs, April 8, 2020

o E3, APS IRP Stakeholder Screening Tool, March 23, 2020

o Arizona REST 2020 Progress Report, March 11, 2020

o CNA Military Board, Advanced Energy and U.S. National Security, December 19, 2019
o Arizona Coal Plant Valuation Study, September 25, 2019

o The Western Way, The Economic Benefits of Arizona Rural Renewable Energy
Facilities, May 16, 2019

We respond to this public comment in Exhibit C hereto. Further, we note that we have taken official
notice of the documents listed as having been filed in the IRP Docket and that the documents listed as
having been filed in this docket are already part of the record for this rulemaking.

186. The information and data contained in the documents filed in the dockets listed in

Commissioner Kennedy’s letter of February 19, 2021, and in the documents listed in WRAs letter of
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February 22, 2021, were used by the Commission in the development, consideration, and approval of
the Energy Rules.

187. On February 26, 2021, Staff filed a summary of the written and oral comments received
on the NPRM between December 3, 2020, and January 22, 2021, with Staff’s responses to those
comments. Staff’s summary and responses are attached hereto and incorporated herein as Exhibit B.
Staff did not make any recommendations for changes to the proposed Energy Rules in response to the
comments received.

188. Also on February 26, 2021, Staff filed a Revised EIS, which is attached hereto and
incorporated herein as Exhibit D.

189.  On March 16, 2021, Commissioner Jim O’Connor filed his Proposed Amendment No.
1. The amendment requires LSEs to submit estimated cost-saving and cost-increase comparisons to at
least one least-cost scenario resource portfolio prepared without regard for carbon emissions targets for
the periods of the Action Plan, the IRP, and the resource lifetime, presented year-by-year and for the
net present value.

190.  On March 30, 2021, Chairwoman Lea Marquez Peterson filed a letter stating that she
had decided to place the Energy Rules on the agenda for the Contingency Open Meeting in April or
the Regular Open Meeting in May and suggesting that Commissioners begin preparing any
amendments they would like to propose. The Chairwoman expressed continued support for 100
percent zero-carbon energy by 2050 but stated that because the primary drivers of cost are the interim
targets in 2032 and 2040, and the Commission did not yet know what those costs would be, additional
cost data was needed and should be a primary guide to the process. The Chairwoman stated that the
Commission has a duty to maintain healthy utilities and set reasonable rates and needs to compare the
costs of the Energy Rules portfolio supported by Commissioner Sandra Kennedy and the lowest cost
portfolio supported by Commissioner Justin Olson. The Chairwoman stated that the Commission’s
work should not be delayed and that a cost analysis and any supplemental rulemaking should move

forward in parallel, with votes on both the Energy Rules and IRPs to occur in the fall.

26 The amendment, if adopted, would constitute a change that is “substantially different” from the Energy Rules as published
in the NPRM under A.R.S. § 41-1025, requiring a supplemental notice of proposed rulemaking.
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191.  Between December 3, 2020, and April 7, 2021, more than 250 formal comments on the
Energy Rules as included in the NPRM were provided by individual stakeholders and various utilities,
business organizations, governmental entities, and advocacy organizations.”” As shown in Exhibit C
hereto, those comments represent hundreds more stakeholders.

Stakeholder Meetings and Workshops

192.  As stated above, Staff and the Commission hosted a number of Stakeholder Meetings
and Workshops while developing the Energy Rules. Participants in the workshops included
representatives from utilities, government agencies, energy efficiency and environmental advocacy
groups, utility investors, large industrial consumers, advocates for renewable resources, competitive
power providers, advocates for distributed generation, product suppliers, research entities, and others.
Stakeholder Meetings were held to discuss various topics related to the Energy Rules on November 20,
2018; December 3, 10, and 11, 2018; February 25, 2019, March 14 and 26, 2019; and February 25 and
26, 2020. A Stakeholder Meeting and Workshop was held on April 29, 2019, to discuss the First Draft.
A Stakeholder Meeting and Workshop was held on July 30 and 31 and August 7, 2019, to discuss the
Second Draft. A Stakeholder Meeting and Workshop was held on March 10 and 11, 2020, to discuss
the Third Draft.

193.  The Stakeholder Meeting and Workshop held on November 20, 2018, addressed electric
vehicles, electric vehicle infrastructure, and the electrification of the transportation sector in Arizona.
Twenty-nine individuals representing stakeholder organizations including electric vehicle makers,
electric vehicle charging station companies, electric utilities, electric cooperatives, and various energy
policy advocacy groups attended and participated in the Workshop with Staff.

194.  The Stakeholder Meeting and Workshop held on December 3, 2018, specifically dealt
with retail electric competition. The agenda for the workshop invited stakeholders to attend and address
a list of questions pertaining to retail electric competition, including costs and benefits, implementation
issues, legal impediments, compatibility with existing Commission rules, and potential retail electric

competition models. Fourteen stakeholders provided public comment, and the attendees discussed

27 Although the formal comment period did not begin officially until December 18, 2020, when the NPRM was published,
we treat as formal comments those that were filed after the issuance of Decision No. 77829 approving the Energy Rules.
Exhibit C, attached hereto, summarizes and provides the Commission’s responses to these formal comments,
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whether the existing Retail Electric Competition Rules could be modified to comply with Phelps
Dodge,** the need for updated protocols, the potential positive and negative impacts for residential and
commercial customers, stranded costs, the need for strong consumer protection and Commission
oversight, models from other states, and legal challenges.

195.  On December 10, 2018, under the Biomass Docket, the Commission held a Special
Open Meeting/Stakeholder Meeting on the role of forest bioenergy in Arizona. Eleven organizations
were represented at the workshop. Attendees discussed Staff’s draft policy on forest biomass.

196. On December 11, 2018, the Commission held a Special Open Meeting/Stakeholder
Meeting on electric vehicles, electric vehicle infrastructure, and the electrification of the transportation
sector. Nineteen organizations were represented at the workshop. The attendees discussed questions
that had been docketed by Chairman Burns on November 29, 2018, and that pertained to an initial
policy regarding regulated electric utilities and potential requirements for electric vehicle
infrastructure.

197.  On February 25, 2019, the Commission held a Stakeholder Meeting and Workshop
regarding possible modifications to the REST Rules, the EPS Rule, and the Net Metering Rules.
Thirteen participants, Staff, and the Commissioners discussed forest biomass issues, nuclear energy,
the cost and effectiveness of battery storage, renewable energy versus clean energy, providing choices
and flexibility to users, solar and wind power, reducing carbon, stranded assets, net metering, and retail
electric competition.

198. On March 14, 2019, the Commission hosted a Stakeholder Meeting on electric vehicles.
Fifteen participants, Staff, and three Commissioners discussed how to implement the Commission’s
EV Policy adopted in Decision No. 77044.

199.  On March 26, 2019, the Commission held an additional Stakeholder Meeting to discuss
a Draft Implementation Plan for the EV Policy. Nineteen participants attended along with Staff and
four Commissioners.

200. On April 29, 2019, the Commission held a Stakeholder Meeting and Workshop to

28 Phelps Dodge Corp. v. Ariz. Elec, Power Coop,, 207 Ariz. 95 (App. 2004).
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discuss the First Draft. Twenty-five individuals and entity-representatives attended, along with Staff
and four Commissioners. Staff’s counsel began by describing the rulemaking process, noting that the
First Draft was a preliminary document and that the Commission was in the informal phase of the
rulemaking process. Staff gave a presentation on the First Draft and discussed next steps in the process.
Stakeholders requested clarification from Staff on definitions outlined in the First Draft, including
approval and prudence determinations, competition, peak, book life, and the difference between electric
utilities, affected utilities, and LSEs. Stakeholders also discussed energy implementation plans to meet
renewable and clean energy goals and action plans, forest biomass and restoration, battery storage, cost
recovery methods for EE programs, and net metering. Chairman Burns indicated that he was interested
n further discussion of community choice aggregation and microgrids.

201. On July 30 and 31 and August 7, 2019, Staff hosted a Stakeholder Meeting and
Workshop to discuss the Second Draft and other energy-related topics.?’ Approximately 45 individuals
representing themselves or various entities appeared to participate in the workshop or provide public
comment over the three-day period. The workshop included the following presentations, discussions,
and public comment related to the Second Draft:

(a) Staff gave a presentation on the Second Draft, explaining that the Resource Planning
and Procurement, REST, EEE, and GEE Rules had been integrated into the draft and that changes had
been made to the Net Metering Rules. Staff stated that special consideration should be given for
cooperatives, and that utilities should use the most cost-effective energy resources, promote renewable
energy technology, reduce greenhouse gas emissions, and reduce water consumption. Staff noted
structural changes had been made in the Second Draft, including splitting the Energy Resources section
mto Clean Energy and Renewable Energy for clarity, and splitting the Resource Planning section into
Reporting Requirements and Planning Details.

(b) A representative from TEP gave an overview of the state’s and the utility’s energy

goals, the 2019 IRP Advisory Council, greenhouse gas reduction goals, and creating a more sustainable

2% The Stakeholder Meeting and Workshop also was noticed under the Biomass Docket, Docket No. RE-00000A-18-0137
(In the matter of the Proposed Rulemaking to Modify the Resource Planning and Procurement Rules), and the Competition
Rules Docket.

3 Presentations and comments also were given on the proposed Retail Electric Restructuring Rules.
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energy future.

(c) A representative from SW Gas provided an overview of the company’s EE
programs; discussed the positive results from its commercial, low-income, and residential programs;
and outlined the benefits of the GEE Rules. In addition, a representative discussed improving air
quality and reducing emissions through the use of compressed natural gas, renewable natural gas, and
power to gas. He explained the power-to-gas process that uses electricity to break apart a water
molecule to create renewable hydrogen or renewable natural gas.

(d) A representative from APS stated that APS is looking for ways to transition to clean
energy and increase its supply of clean energy resources for customers. He stated that APS was
working on submitting RFPs for solar and wind and encouraged the Commission to adopt a clean
energy standard and a carbon reduction requirement.

(e) Arepresentative from E3 outlined key resource planning studies and building blocks
for clean energy, including nuclear, renewables, fuel switching, clean imports, electrification, energy
storage, and demand management. He provided scenarios on different policy options, contrasting
renewable and carbon standard portfolios.

(f) A representative from Power Development discussed global warming and
environmental impacts, and explained how the IRP process could be modified to address those issues
n a cost-competitive way.

(g) A representative from Sunrun gave a presentation on the benefits of distributed solar
and storage, noting the importance of identifying how to connect customers with storage and how to
determine where storage would add the most grid value. He recommended implementing a bring your
own device (“BYOD”) program.

(h) A staff attorney from WRA provided comments on behalf of 25 public health, faith,
tribal, business, environmental, and public interest organizations. He opposed Staff’s Second Draft
and indicated that the group had developed an alternative proposal that included a 100-percent clean
energy mandate by 2045, a more comprehensive and effective IRP process, and support for
communities impacted by plant closures. He explained the details of the clean energy standard,

renewable energy standard, distributed renewable energy requirements, and enhancements to the IRP
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process. In response, Staff raised concerns with mandates, which Staff said typically result in
surcharges. A representative from RUCO also responded, urging the Commission not to implement
mandates because of issues with the prudency determination, unintended consequences, increased
costs, and lack of flexibility. A representative from SWEEP, a member of the group, also responded
and explained that EE is the least-cost option and that bill costs can be mitigated by expensing EE costs
rather than recovering them through surcharges. A representative from Sierra Club, also a member of
the group, advocated for mandating standards. The representative from Power Development
responded, encouraging the Commission to set goals rather than mandates and to have an RFP process
that encourages utilities to maximize renewables, which would also encourage competition.

(1) A representative from the Western Sustainable Agriculture Working Group stated
that she supported the distributed generation carve out to reach renewable goals, and supported a
mandate of 50 percent renewable energy by 2030.

(J) A member of the public provided comment in support of implementing a mandate
for renewable energy.

(k) A representative from PIRG provided comment in support of EE and the IRP
recommendations. She encouraged the Commission to act regarding the expiring EE standards. "

(I) Another member of the public provided comment on the current state of energy and
moving forward using an economic, business-based approach.

(m)Another individual provided comment sharing concerns with nuclear energy and
agreeing with TEP that making retail competition a statewide endeavor would help with stranded
assets.

(n) A representative for GCSECA provided public comment on behalf of cooperatives.

(0) A representative from E3 provided information on the cost and carbon impacts for
APS and explained how the Renewable Portfolio Standard and carbon targets lead to clean energy
investments.

(p) A representative from First Solar indicated that it had docketed language changes

31 The EEE Rules do not include an expiration date and are not subject to expiration by operation of law.,
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on the Second Draft regarding solar plus storage facilities.

(q) A representative from Conservatives for Responsible Stewardship recommended
mandating clean energy targets.

(r) A representative from Interwest also recommended mandating clean energy targets,
and implementing interim procurement requirements. He also agreed with separating clean peak
energy and renewable energy.

202. On February 25 and 26, 2020, under the Competition Rules Docket, Staff hosted a
Stakeholder Meeting and Workshop to discuss possible modifications to the Commission’s Retail
Electric Competition Rules. Staff, all Commissioners, and representatives from 20 entities attended.
Staff made a presentation on competitive energy markets in other states. The participants discussed
draft rules filed by Chairman Burns and Commissioner Olson. Fifteen participants made presentations
on various topics including community choice aggregation, consumer protection, stranded costs,
reliability and capacity, competitive markets, and the negative impacts on ratepayers from retail electric
competition.

203. OnMarch 10 and 11,2020, the Commission held a Stakeholder Meeting and Workshop
to discuss Staff’s Third Draft. Approximately 47 individuals representing themselves or various
entities appeared to participate in the workshop or provide public comment over the two-day workshop.
The workshop included the following presentations, discussions, and public comment related to the
Third Draft:

(a) Staff provided an overview of the changes in the Third Draft.

(b) A representative from T6 Nizhoni Ani provided a presentation on rules proposed by
the Joint Stakeholders for a just and equitable transition. She also discussed tribal clean energy
development, the impact of coal plant closures on the Navajo Nation, the lack of just and equitable
transition support for clean energy projects, and suggestions for Commission support for the Navajo
Nation.

(c) A representative from Conservatives for Responsible Stewardship gave a
presentation on taking the conservative path on energy and the environment, cost-effectiveness, gas

generation, TEP energy cost projections, solar and storage processes, and solar potential versus the
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current renewable energy standards of western states.

(d) A representative from SWEEP gave a presentation on EE standards versus IRPs,
and explained why EE is a valued resource as the least cost resource to meet customer needs. She also
discussed the different types of EE benefits, how to invest in EE, the effectiveness of EE standards, EE
cost recovery, EE performance incentives, and utility options for meeting customer needs, comparing
supply-side investments to customer-side investments. She provided data on the differences that EE
policy adoptions have made in comparison to IRPs.

(e) Two representatives from Ceres provided a presentation on the benefits of the REST
Rules, including avoided fuel costs, renewable energy costs, reduced peak demand costs, technology
cost reductions, emissions reductions, and water savings. They also discussed the costs of clean energy,
corporate demand and support for clean energy standards, investment and job creation in the state, solar
industry investments, and strengthening the REST Rules. They also discussed a 2020 progress report
comparing the western states.

(f) A representative from Interwest provided a presentation on energy rules
modernization and the benefits to utility customers and the public from implementation of the REST
Rules. He stated the gross benefits have totaled nearly $2 billion.

(g) A representative from the Joint Stakeholders discussed the Joint Stakeholders’
proposal and the preference to maintain the existing articles in A.A.C. Title 14, Chapter 2. In addition,
the Joint Stakeholders proposed a 50-percent REST by 2030 and a clean energy standard of 100 percent
by 2045. She further discussed the Joint Stakeholders’ proposal for distributed generation and storage
targets, EEE, just transition, and increased stakeholder engagement and accountability in the IRP
process.

(h) Representatives from TEP and UNS Electric provided a presentation on their
renewable energy portfolio and service areas. They discussed TEP’s current IRP process; its new
advisory council and greenhouse reduction goal; concerns relating to fossil fuel regeneration; using
carbon dioxide (“CO2”) emissions as the proper measuring tool; and key planning objectives such as
affordability, risk, and reliability. They indicated that every three years they will provide an

implementation plan where EE is a key component.
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(1) Counsel for Sunrun provided a short video on clean and reliable energy. He also
discussed a BYOD tariff, including thermostat programs and battery storage, and the advantages of
using those types of programs. He also discussed the Third Draft and made suggestions.

(j) Representatives from WRA presented information regarding the GenX Model and
the modeled costs associated with different resource portfolios. They also shared policy
recommendations from WRA.

(k) Representatives from SW Gas gave a presentation on the Third Draft, sustainability,
EE as a driver of savings and emissions reductions, renewable natural gas, power to gas, compressed
natural gas, and the growing interest in carbon capture.

(I) A representative from APS gave a presentation on the company’s Clean Energy
Commitment and described how APS proposes to meet its goals, including reaching its goal of 65
percent clean energy by 2030. She discussed the importance of energy storage and expressed APS’s
support for the consolidation of energy policies in the Third Draft. She stated that APS believes
flexibility is an important principle that equates to affordability.

(m)A representative from GCSECA expressed concerns with the Third Draft and how
the energy implementation plan and IRP provisions would apply to cooperatives.

(n) The workshop concluded with Chairman Burns offering motions to provide
direction to Staff for further amendments to the Third Draft. Staff indicated that no further workshops
were planned and that Staff would be making final revisions to the Third Draft to then be presented at
an Open Meeting for a vote by the Commissioners to commence the formal rulemaking process.
Chairman Burns first made a motion to direct Staff to make the EE Standard 35 percent clean energy
by 2030. The motion failed. Next, Chairman Burns made a motion to direct Staff to include a Clean
Energy Standard of 100 percent by 2050. The motion passed.

Open Meetings

204. Asshownabove, since August 2018, the Commission has, at 18 separately noticed Open
Meetings, not including the Stakeholder Meetings and Workshops described above, received public
comment and other information concerning, and discussed and considered, numerous energy-related

topics as well as the precursor drafts to the Energy Rules.

46 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

205.  On August 14, 2018, at a Commission Staff Open Meeting, the Commission directed
Staff to begin the informal rulemaking process to evaluate Commissioner Tobin’s CREST Rules and
the proposals from other Commissioners to develop revisions to the Commission’s energy standards
and related rules.

206. At the November 7, 2018, Open Meeting, the Commission discussed both forest
bioenergy under the Biomass Docket and possible modifications to energy-related rules in this docket.
Staff noted that it was proceeding with rulemaking to include the REST Rules, biomass, blockchain,
gas and electric EE, and IRPs. The Commission directed Staff to work on a policy to implement a
method for working on the forest biomass issue. The Commission also directed the creation of a
workshop on retail electric competition.

207. On December 17 and 18, 2018, at its Open Meeting, the Commission:

(a) Inthe Biomass Docket, considered and voted to approve the Biomass Policy, which
was issued as Decision No. 77045 on January 16, 2019, and addresses the use of biogas and biomass
as renewable energy resources;

(b) In this docket, considered and voted to approve the AG-Y Policy, which was issued
as Decision No. 77043 on January 16, 2019, and directed APS to expand and modify its current
alternative generation program to allow medium-size commercial customers to patticipate, or to
propose a new alternative generation/buy-through program for medium-size commercial customers in
its next rate case, and directed TEP and UNS Electric to propose an alternative generation/buy-through
program for medium- and large-size commercial and industrial customers in their next rate cases;

(c) In this docket, considered and voted to approve the EV Policy, which was issued as
Decision No. 77044 on January 16, 2019; and

(d) In this docket, provided direction to Staff on the timing of Staff’s next revised draft
of the energy-related rules.

208.  Atthe March 13,2019, Staff Open Meeting, Staff explained that it had held a workshop
to discuss possible modifications to the energy-related rules and asked stakeholders to docket
comments addressing proposed changes. Staff asked Commissioners what each would like to see in

the rules. Commissioner Olson stated that the Commission should instruct utilities to invest in the most
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cost-effective methods of providing electricity. Commissioner Tobin stated that he wanted a broader
plan that included new technologies with room for other technologies to expand. Chairman Burns
expressed an interest in expanding rooftop solar programs. Commissioner Dunn indicated that nuclear
power should be maintained as a viable and clean energy source. Additionally, Staff indicated that it
would be holding workshops on electric vehicles, gas and electric EE standards, and blockchain
technology. Chairman Burns provided information on innovative programs to address peak times and
to create reserves of energy and on community choice aggregation programs. He also recommended
implementing retail electric competition on a smaller scale. Commissioner Kennedy suggested
designating test sites for forest biomass. Staff requested that the Commissioners docket a list of
priorities.

209. On May 30, 2019, at its Staff Open Meeting, the Commission engaged in discussion
concerning the major provisions that should be included in the energy-related rules and the process that
should be used to move forward with the rulemaking. The Commissioners generally expressed support
for a clean energy standard.

210. At the June 11 and 12, 2019, Open Meeting, the Commission discussed the EV Policy
Implementation Plan, and no votes were taken.

211. At its Open Meeting on July 10, 2019, the Commission received public comment on
and discussed and voted to approve the EV Policy Implementation Plan, which was issued on July 19,
2019, as Decision No. 77289.

212.  Atthe August 7, 2019, Staff Open Meeting, the Commission discussed issues pertaining
to retail electric competition.

213. At the September 11, 2019, Staff Open Meeting, the Commission discussed the EEE
and GEE Rules and whether they would expire on December 31, 2020. Staff advised that the rules
would stay in place unless the Commission took further action to amend the rules. The Commission
also discussed a process for drafting revised Retail Electric Competition Rules.

214.  On January 15, 2020, at a Staff Open Meeting, the Commission discussed KREST II as
well as the best process to get additional information from stakeholders and move forward with revising

the Second Draft. Staff informed the Commission that Staff would be providing another revised draft.
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215. At the July 14 and 15, 2020, Open Meeting, Staff informed the Commission that it
intended to docket a revised draft of the energy-related rules the following day, along with a proposed
order.

216. At the July 30, 2020, Special Open Meeting, the Commission discussed various
proposed amendments to the Fourth Draft or Revised Fourth Draft. Public comment was provided by
or on behalf of 33 individual stakeholders and organizations. No vote was taken.

217. At the August 5, 2020, Staff Open Meeting, the Commission discussed a proposal by
the Chairman regarding the process and procedure for moving forward with the Revised Fourth Draft.

218. At the September 24, 2020, Special Open Meeting, the Commission again discussed
proposed amendments offered by each Commissioner to the Revised Fourth Draft. In addition, Ron
Lehr, former Chairman of the Colorado Public Utility Corporation, provided comments on Colorado’s
experience. Public comments also were provided by or on behalf of 28 individual stakeholders and
organizations. The Commission discussed the mutually-agreeable language in the proposed
amendments and determined that the various offices of the Commissioners would work on revised
amendment language for a future open meeting. No votes were taken.

219. At the October 13 and 14, 2020, Open Meeting, the Commission again discussed the
proposed amendments and exceptions to the Revised Fourth Draft. The following actions were taken
by the Commission:

(a) The Commission approved the PIRG/SWEEP/Wildfire Amendment No. 2,
docketed on October 14, 2020, which was designed to align the positions of several Commissioners.
The amendment provided a new definition of “Cost Effective” to mean “prudently invested” as defined
in R14-2-103(A)(3)(i) and as determined in a rate case. It also modified the Clean Energy Plan
Implementation Rule, including by adding a requirement that an LSE’s resource portfolio include a
demand-side resource capacity equal to 35 percent of the LSE’s 2020 peak demand by January 1, 2030.
In addition, the amendment contained provisions to align the DSM planning and approval process with
the IRP process, and to ensure that existing Commission-approved programs and cost recovery for
those programs would continue until cost recovery is addressed in a utility’s next rate case.

(b) The Commission did not approve Olson Amendment No. 1, filed on July 29, 2020,
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which would have required utilities to use a resource portfolio that achieves the lowest cost method of
meeting customers’ energy needs.

(¢) The Commission approved a verbal amendment to Commissioner Kennedy’s
Revised Amendment No. 4, changing the 50-percent carbon emissions limit by 2030 to 50 percent by
2032, but the item was not moved as amended. The Commission reached a general consensus that

emissions would be the model moving forward.

220. At the October 29, 2020, Open Meeting, which was a continuation of the October 13
and 14, 2020, Open Meeting, the Commissioners sought comments from representatives of WRA, the
WGG, and GCSECA. In addition, the Commission took the following actions on amendments:

(a) The Commission passed Commissioner Dunn’s Second Revised Proposed
Amendment No. 4, with verbal changes. The amendment added definitions and provisions relating to
ESS Tariffs, requiring electric utilities to establish incentive programs for distributed storage.

(b) The Commission passed Commissioner Kennedy’s Third Revised Proposed
Amendment No. 4, with verbal changes. The amendment required electric utilities to achieve a 100-
percent reduction in carbon emissions below Baseline Carbon Emissions Levels, by January 1, 2050,
with interim standards of at least 50 percent by January 1, 2032, and at least 75 percent by January 1,
2040. In addition, the amendment required electric utilities to include in its Clean Energy
Implementation Plan a schedule for the retirement of each generating unit that produces carbon
emissions. The amendment also included provisions for determining a utility’s Baseline Carbon
Emissions Level, provided a process for public input on that determination, and included provisions
for third-party verification of a utility’s identified carbon emissions.

(¢) The Commission did not pass Commissioner Olson’s Amendment No. 3, which
would have limited an electric utility’s expenditures to comply with the renewable and clean energy
requirements at $1 million above what the utility otherwise would spend if the requirements did not
apply.

(d) The Commission passed Commissioner Dunn’s Amendment No. 6, which continued
to apply a resource-based approach instead of an emissions-based standard to distribution cooperatives.

Specifically, it provided that Commission approval of a distribution cooperative’s Clean Energy
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Implementation Plan describing the existing and planned clean and renewable energy resources and
programs would substitute for the requirements in the new Article 27.

(e) The Commission did not pass Commissioner Marquez Peterson’s Amendment No.
9, which would have required each electric utility to procure a proportional share of 60 MW of power
from Arizona-derived forest biomass.

(f) The Commission passed the WGG Amendment, docketed on October 13, 2020, with
verbal changes. The amendment included a timeframe for Commission review of ASRFI language
after a concern is raised by a Resource Planning Advisory Council (“RPAC”) member, added a
provision to give preferential treatment to renewable and clean energy sources located in coal-impacted
communities, created additional exemptions from the IRP and resource procurement processes, and
explicitly granted Staff the authority to hire consultants to support the expanded IRP and resource
planning processes.

(g) The Commission passed Commissioner Marquez Peterson’s Alternative No. 5,
which proposed changes relating to cooperatives, including a requirement that a load-serving
cooperative meet with and consider the input of a RPAC consisting of the cooperative’s board of
directors.

(h) The Commission passed a Staff Correction Amendment, allowing Staff to request
additional information from an electric utility and to seek an order from the Commission requiring the
utility to fund an independent consultant to assist Staff if the utility’s Clean Energy Implementation
Plan does not contain sufficient information to allow Staff to analyze the submission for compliance
with the Energy Rules.

221. At the November 5, 2020, Staff Open Meeting, the Commission discussed the status of
a conforming order to be filed by Staff that would incorporate amendments already passed.

222. At the November 13, 2020, Special Open Meeting, the Commission approved several
amendments to the conforming order and ultimately voted to approve the Energy Rules and commence

the formal rulemaking process. The Commission approved the following amendments:

(a) The Commission passed Staff Revised Amendment No. 1, which clarified and added

defined terms, clarified the difference between an IRP and a resource portfolio, removed redundant
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language, and replaced the section on implementation of the Action Plan with more robust provisions.

(b) The Commission passed Staff Amendment No. 2 with verbal changes, which added
a definition for Clean Energy Resource; added a provision requiring Staff, within 120 days after a Clean
Energy Implementation Plan is filed, to file a memorandum and proposed order for the Commission’s
consideration; and made other language changes.

(c) The Commission passed Staff Amendment No. 3, which addressed superfluous
terms.

(d) The Commission passed Commissioner Burns Amendment No. 3, which eliminated
the requirement that by December 31, 2035, at least 50 percent of an electric utility’s retail kWh sales
be derived from renewable energy resources, and that by December 31, 2050, 100 percent of an electric
utility’s retail kWh sales be derived from clean energy resources.

223. At the February 18, 2021, Staff Open Meeting, the Commission discussed the EIS filed
by Staff and the legal requirements for the EIS. Staff indicated that it would be providing a revised
EIS.

Description of the Rulemaking

224,  As published in the NPRM, this rulemaking would add a new Article 27, entitled
“Energy Rules,” with 18 new rules, to A.A.C. Title 14, Chapter 2, the chapter containing the
Commission’s rules for fixed utilities. This rulemaking also would repeal the following rules, to be
replaced by the new rules in Article 27: Resource Planning and Procurement Rules in A.A.C. Title 14,
Chapter 2, Article 7; the EPS Rule in A.A.C. R14-2-1618; the REST Rules in A.A.C. Title 14, Article
18; the EEE Rules in A.A.C. Title 14, Chapter 2, Article 24; and the GEE Rules in A.A.C. Title 14,
Chapter 2, Article 25. This rulemaking also would amend A.A.C. R14-2-2302 and R14-2-2307 in the
Net Metering Rules.

225.  The Energy Rules apply to each public service corporation regulated by the Commission
under Article 15, § 2 of the Arizona Constitution that provides electric or gas service to the public; that
has more than half of its customers in Arizona; and, for a gas utility, that is a Class A utility. The
Energy Rules will cause regulated electric utilities to increase their use of clean and renewable energy

technologies, ESS, and EE measures, while maintaining safe and reliable service to meet the needs of
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their customers, by requiring an increasing level of reduction from a baseline carbon emissions level
through the regulated electric utility’s energy resource selections, coupled with mandatory standards
for demand-side resources, EE, and ESS. Additionally, the Energy Rules create a new resource
planning process for LSEs, including approval processes for an electric utility’s load forecast and needs
assessment and ASRFI, and a new ASRFP process that must be used for virtually all new resource
procurement. All of the new resource planning processes include significant and meaningful
stakeholder involvement, which is expected to result in a more thoroughly vetted Resource Portfolio
that takes into account all stakeholder interests. For gas utilities, the Energy Rules replace the current
GEE Rules’ standards, the last of which was to be met by December 31, 2020, with a requirement for
a gas utility to file an Energy Efficiency Report every third year, describing each demand-side resource
used or proposed to be used or to explain why no demand-side resource was used or is proposed to be
used. Because their requirements are replaced by the Energy Rules, the rulemaking repeals the
Resource Planning and Procurement Rules, the EPS Rule, the REST Rules, the EEE Rules, and the
GEE Rules. It also makes minor modifications to the Net Metering Rules to address grandfathered
customers while the Commission investigates new methods for compensating customers who install a
distributed generation facility and export energy back to the grid.
226. The Energy Rules include the following major provisions:

(a) Renewable Energy Resources are defined to include, with additional specifications,
biogas and biopower electric generators, geothermal generators, hydropower facilities, landfill gas
generators, solar energy resources, and wind generators. The Commission can determine that
additional technology is a Renewable Energy Resource if it uses natural replenishing materials or
processes and has environmental benefits.

(b) An electric utility must file with the Commission for approval, every three years, a
Clean Energy Implementation Plan that describes how the electric utility intends to comply with the
Energy Rules.

(¢) An LSE must, through its Clean Energy Implementation Plan, by January 1, 2030,
achieve a resource portfolio with demand-side resource capacity equal to at least 35 percent of its 2020

peak demand.

53 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

(d) Through the DSM programs in its Clean Energy Implementation Plan, an electric
utility must achieve an average of at least 1.3 percent annual EE savings, measured by megawatt-hour
(“MWHh”) savings over the three-year planning period, without carrying over energy savings credits
from programs implemented before January 1, 2021.

(e) Through its Clean Energy Implementation Plan, an electric utility must achieve, by
December 31, 2035, installation of ESS with an aggregate capacity equal to at least 5 percent of the
utility’s 2020 peak demand, with at least 40 percent derived from customer-owned or customer-leased
distributed storage.

(f) Through its Clean Energy Implementation Plan, an electric utility must achieve, by
January 1, 2050, a 100-percent reduction in the electric utility’s baseline carbon emissions level, and
the electric utility must meet interim standards of 50 percent by January 1, 2032, and 75 percent by
January 1, 2040. The electric utility’s baseline carbon emissions level is the average annual metric
tons of carbon emissions from all generating units used to meet the utility’s retail kWh sales during the
three-year period of 2016 through 2018.

(g) An electric utility must provide its baseline carbon emissions level, with verification
from an independent third-party, to the Commission for review, and the baseline carbon emissions level
may be subject to stakeholder objection and a Commission approval process.

(h) To develop its load forecast and needs assessment, an LSE is required (1) to develop
at least five alternative 15-year load forecasts and needs assessments based on different assumptions,
(2) to form an RPAC that includes representation from specified stakeholder groups, (3) to hold
workshops with the utility’s developed RPAC, (4) to consider the input and recommendations of the
RPAC in good faith and to refine the load forecast and needs assessment accordingly, and (5) to file a
load forecast and needs assessment with the Commission for approval every three years.

(i) AnLSE’s load forecast and needs assessment must be reviewed by Staff, which will
make a recommendation to the Commission after at least one Commission workshop, and must be
approved by the Commission for use in the LSE’s ASRFIL.

(j) Each LSE must develop an ASRFI designed to meet the needs and requirements of

its approved load forecast and needs assessment as safely and reliably as possible, while prioritizing
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meeting its Clean Energy Implementation Plan, minimizing costs for customers, and siting or deploying
renewable energy resources and clean energy resources in impacted communities. The ASRFI must
be technology neutral, fuel neutral, location neutral (except for the impacted communities
prioritization), size neutral, and vendor neutral. The LSE must hold RPAC workshops for input on the
ASRFI language and must consider in good faith the RPAC’s input and recommendations. The LSE
must then submit its refined ASRFI language to the Commission for approval, which may occur
through a Staff determination that the ASRFI language is compliant with R14-2-2707(A) or, if an
RPAC member objects to it and requests review, through Commission approval.*

(k) An LSE must conduct its ASRFI process using the approved ASRFI language and
must review and consider each bid before formulating its draft IRP, which must include a preferred
resource portfolio and at least two alternative resource portfolios describing all energy resources the
LSE believes should be used to meet its 15-year load forecast and needs assessment. When crafting its
IRP, an LSE must select its energy resources with consideration of the same priorities required for the
ASRFI but may also consider an extensive list of other factors that have a reasonable nexus to
ratemaking, such as improving system reliability and resiliency, decreasing demand during hours when
the price per kWh for customers is highest, and meeting demand in the least costly way to society.

(1) After developing a draft IRP, the LSE must meet with the RPAC in a workshop to
obtain input on changes to the draft IRP, and then must refine the IRP after good faith consideration of
that input.

(m)By August 1 of every third year, the LSE is required to submit a refined draft IRP
to the Commission for approval of a Resource Portfolio to be implemented by the LSE. Staff must
hold at least one workshop to obtain input on the IRP and then must file, for Commission consideration,
a memorandum and proposed order recommending a Resource Portfolio for use by the LSE. The
Commission must approve a Resource Portfolio to be implemented by the LSE, and the requirements
for the first five years of the approved Resource Portfolio are considered to be the LSE’s Action Plan.

(n) An LSE must implement the approved Action Plan, must use an ASRFP process to

2 As will be discussed later, R14-2-2707 implies, but does not state, that Commission approval is considered to be granted
if the Commission does not choose, within 45 days, to review ASRFI language in response to an RPAC member’s request.
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procure resources (except under specified exceptional circumstances), and must report the results of its
ASRFP process in an annual Procurement Activity Report.

(o) The ASRFP process must be overseen by an independent monitor, selected after
consultation with Staff.

(p) Exceptions from the ASRFI and ASRFP processes are included for specified
exceptional circumstances.

(q) Electric utilities must file annual reports with the Commission describing
compliance with the requirements of their Clean Energy Implementation Plans, providing specified
demand-side and supply-side resource data, and providing the results of its ASFRP process to procure
resources per its Action Plan and describing its procurement plans.

(r) Electric utilities must provide opportunities for customers to participate in demand-
side resources, and must evaluate demand-side resources to determine cost-effectiveness. Demand-
side resources must be cost-effective and must either provide EE, manage energy consumption, reduce
peak demand, or alter customer energy consumption behavior.

(s) Each Class A gas utility must file an Energy Efficiency Report every third year.
There is no requirement for gas utilities to meet specific standards for reduction in coincident peak or
energy demand, but the gas utilities are required to identify any demand-side resources implemented
or proposed to be implemented and, if none, to explain why.

(t) Each electric utility must file, for Commission approval, at least one ESS tariff. The
ESS tariff must establish an incentive program to encourage customers to purchase or lease distributed
storage and must establish values to compensate or credit customers or aggregators for beneficial
operating attributes resulting from distributed storage. The ESS tariff must not require that a
customer’s energy storage system be associated with distributed generation.

(u) Electric utilities that are cooperatives, including load-serving cooperatives, are
required to use best reasonable efforts to comply with the Energy Rules.

(v) A distribution cooperative’s Commission-approved Clean Energy Implementation
Plan substitutes for the requirements of the Energy Rules, and a load-serving cooperative’s

Commission-approved limited IRP, including its Action Plan, substitutes for the requirements of the
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Energy Rules. In preparing its IRP, a load-serving cooperative shall meet with and consider the input
of an RPAC comprised of its Board of Directors.

(w)Recovery of the costs to comply with the Energy Rules shall be allowed only if the
Commission determines, in a rate case, that they are prudent.

(x) A utility’s current Net Metering tariff continues to apply to eligible customers.

Rationale for the Rulemaking

227. The burning of fossil fuels, such as coal, to generate electricity produces CO2 emissions;
CO: is a greenhouse gas that contributes to climate change.*

228. The burning of fossil fuels to generate electricity also produces emissions of criteria
pollutants* including nitrogen oxides (“NOx”) (a precursor to ground-level ozone), sulfur dioxide
(*“S0O.”) (a precursor to secondary fine particulates (“PM2.5)), and primary PM2.5, all of which can
cause adverse health impacts to humans.*® The greater Phoenix area’s ozone concentration has been

36 The Tucson area is at risk of

steadily increasing since 2016, and it is a nonattainment area for ozone.
exceeding the NAAQS for ozone.*’
229.  CO; emissions for APS and TEP for 2019 were approximately 12.3 million metric tons

and 12 million metric tons, respectively.®

3 Arizona 2020 REST Progress Report at 21.

3 Criteria pollutants are those whose levels are regulated by the EPA under the National Ambient Air Quality Standards
(“NAAQS”) required under the Clean Air Act. The six criteria air pollutants are particulate matter, photochemical oxidants
(including ozone), carbon monoxide, sulfur oxides, nitrogen oxides, and lead. (EPA.gov/criteria-air-pollutants.)

¥ Arizona 2020 REST Progress Report at 22-23; see ADEQ Comments. See also U.S. Environmental Protection Agency
(“EPA”) Integrated Science Assessment for Particulate Matter (Final Report, December 2019), available at
cfpub.epa.gov/ncealrisk/recordisplay.cfm?deid=347534 (“EPA ISA-PM”). Official notice is taken of the EPA ISA-PM. For
example, ground-level ozone causes respiratory symptoms such as coughing and shortness of breath; decreases lung
function; and inflames airways, increasing the risk for respiratory infection. (ADEQ Comments.) Higher daily ozone
concentrations are also associated with increased asthma attacks, worsened chronic obstructive pulmonary disease
(“COPD"), early death, damage to the central nervous system, and reproductive and developmental harm. (/d.) Short- and
long-term PM2.5 exposures have been determined likely to cause respiratory effects (such as asthma exacerbation, COPD
exacerbation, and respiratory-related diseases) and have been determined to cause cardiovascular effects (such as ischemic
heart disease and heart failure) and to increase nonaccidental mortality. EPA ISA-PM at ES-9 through ES-17.

36 ADEQ Comments.

T TEP 2020 IRP at 177.

® APS 2020 IRP at 43; TEP 2020 IRP at 171.

57 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

230. The burning of fossil fuels to generate electricity consumes an enormous amount of
water, as water 1s used as a coolant for thermal power plants fueled by coal or natural gas, whereas
renewables such as photovoltaic solar and wind turbines consume little to no water.*’

231.  Arizona has been experiencing drought conditions since at least 2002 and is currently
considered to be in an especially severe drought, as 2020 was the second driest calendar year on record
for the state.*

232.  The costs of fossil fuels are variable and sometimes volatile, based on the market;*' they
are generally directly passed through to electric utility customers via adjustor mechanisms.

233. Most renewable energy resources have little to no fuel costs and nearly no other
operational costs.*?

234. Distributed generation, such as through rooftop solar units or small wind turbines,
decreases transmission and distribution line losses, reducing energy waste.**

235. ESS allow energy generated by intermittent renewable energy resources, such as solar
energy resources and wind generators, to be stored for use during periods when the intermittent
renewable energy resources are not generating sufficient energy.** By absorbing excess renewable
energy produced in lower load hours, and discharging the stored energy during hours of peak energy
demand, ESS increases the value of renewable energy resources while improving grid reliability and
stability.*® To the extent that an ESS is owned or leased by a customer and coupled with distributed
generation, the ESS also allows for the customer to reduce the energy usage for which the customer is

billed each month, which generally will reduce customer bills.

¥ Arizona 2020 REST Progress Report at 23-26. Thermal power plants fueled by uranium also use water as a coolant. (Id.
at 23.) APS reported that its fleet-level water intensity was 450 gallons/MWh in 2017 (a reduction from 520 gallons/MWh
in 2012). (Id. at 23.) See also APS 2020 IRP at 201.

40 Arizona Department of Water Resources, Redesigned Drought.Gov: A “One Stop Resource” for All Things Drought
(March 17, 2021), available at new.azwater.gov/news/articles/2021-17-03-0.

4 Arizona REST 2020 Progress Report at 18-19,

* Arizona REST 2020 Progress Report at 18.

43 Epa.gov/energy/distributed-generation-electricity-and-its-environmental-impacts.

4 APS 2020 IRP at 74; APS 2019 Preliminary Integrated Resource Plan, dated and filed in the IRP Docket on August 1,
2019 (“APS 2019 Prelim IRP”) at 18.

4 APS 2020 IRP at 74; APS 2019 Prelim IRP at 18.
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236. Demand-side resources reduce the total cost of meeting energy service needs by
reducing or shifting the time of energy usage, which reduces overall energy consumption and reduces
peak demand.*®

237. EE is a demand-side resource created by the conservation of energy by customers or
through technology improvements (such as replacing an old household appliance or pool pump with a
new one or weatherizing an older home) that results in the same level and quality of service using less
energy, and is the least expensive energy resource to meet customer needs.'’” Where energy
consumption is reduced, the total energy load and peak demand of the utility providing electricity may
be reduced, obviating the need for the utility to obtain additional generation resources to meet that
demand and resulting in cost savings that can be passed through to customers.*®

238. Additionally, if a customer conserves energy through an EE program supported by a
utility, the customer generally will see direct cost savings on electric bills.*

239. The use of both EE standards and IRP processes results in a greater annual energy
savings as a percentage of retail sales than IRP processes alone.”

240. It has been estimated that the EEE Rules resulted in the following benefits: !

e More than $1.4 billion in net economic benefits to all Arizonans from 2010-2019,
as a result of the EE programs of APS, TEP, and UNS Electric;

e Savings of more than 15 billion gallons of water from APS and TEP’s efficiency
programs combined;

e For APS from 2010 to 2019, avoidance of more than 1,000 MWs through APS’s
EE programs, which is equivalent to avoiding the construction of 10 combustion
turbine units at the Ocotillo Generating Station; and

e From 2010 to 2019, for every $1.00 of ratepayer money invested in APS and TEP

EE programs, a return of approximately $3.92 in benefits to ratepayers.

46 See APS 2020 IRP at 112; APS 2019 Prelim IRP at 18.

41 See EE Standards vs. IRPs.

8 See Arizona REST 2020 Progress Report at 19-21.

4 See APS 2020 IRP at 12.

0 Effectiveness & Value of EE Standards.

1 Source: SWEEP comments of January 22, 2021, citing APS, TEP, and UNS Electric Annual Demand Side Management
reports for 2010-2019.

59 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

241. It has been estimated that there are approximately 9,308 EE businesses and more than
41,000 EE jobs in Arizona, with EE jobs comprising 21 percent of construction jobs and 36 percent of
energy sector jobs and with veterans comprising approximately 14 percent of those employed in EE
jobs. ¥

242.  The costs of renewable energy resources have declined greatly since the adoption of the
first REST Rules, often making renewable energy resources a less expensive generation option than
are fossil-fuel generating units.>

243. Renewable energy development in Arizona has provided significant economic benefits.
For example, in rural Arizona, from 2001 to 2017, total direct and indirect benefits from renewable
energy development activity created $4.6 billion in direct output and $4.7 billion in indirect and
induced output, produced by 17,971 employees earning a total of approximately $1.2 billion.’* These
benefits include a direct benefit to Arizona of approximately $16.7 million in transaction privilege and
use tax revenue.”® For 2018, the total direct and indirect benefits of annual rural renewable energy
operations in Arizona were estimated at $63.3 million in total output produced by 702 employees

56

earning a total of approximately $33.5 million.”® These benefits include a direct benefit to Arizona

schools of approximately $882,000 in property tax revenue.®’

244. It has been estimated that from 2008 to 2018, implementation of the REST yielded more
than $1.5 billion in gross benefits for APS and its customers and more than $469 million in gross
benefits for TEP and its customers.®® This includes approximately $787 million (APS) and $251
million (TEP) in avoided conventional energy costs, approximately $297 million (APS) and $82

million (TEP) in cumulative avoided conventional power plant capacity costs, approximately $234

million (APS) and $75 million (TEP) in cumulative calculated CO2 emissions reduction benefits, and

52 Environmental Entrepreneurs, Energy Efficiency Jobs in America: Arizona, available at https:/www.e2.org/wp-
content/uploads/2018/09/ARIZONA-Dist.pdf. The document cites the 2018 U.S. Energy and Employment Report, May
2018, by the National Association of State Energy Officials and Energy Federation, Inc., as its data source.

33 See, e.g., Lazard LCOE Analysis at 2-4. The LCOEs for solar photovoltaic and wind saw the most dramatic reductions
in the period from 2009 to 2019. (/d. at 7.) During the same time period, gas peaker plants and nuclear plants saw the
greatest increases in LCOE. (/d.)

3 AZ Rural Economic Benefits at i.

5 d.

S6 ){d

1.

% Arizona REST 2020 Progress Report at 15.
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approximately $185 million (APS) and $61 million (TEP) in benefits from criteria pollutant emissions
reductions.”’

245. Renewable energy has also been a source of local investment and job creation in
Arizona, with the solar industry alone reported to have resulted in investment of $11.6 billion in
Arizona, with more than $735 million invested in 2018 alone.®® In2019, SEIA reported that there were
approximately 571 solar companies operating in Arizona, including eight manufacturers.' In 2018,
The Solar Foundation reported that there were 7,524 solar industry jobs in Arizona. %

246. The average residential customer’s monthly REST surcharge for the period of 2010
through 2018 was approximately $3.41 for APS and approximately $3.78 for TEP, representing a bill
percentage of approximately 2.5 percent and 4.2 percent, respectively.®

247. It has been estimated that Arizona’s electric utilities could save more than $3 billion by
replacing all remaining coal-burning power plants slated to operate through at least 2035 with new
renewable energy resources.**

248. The Energy Rules require an electric utility, when determining the resources to include
in its refined IRP, to prioritize minimizing the cost of providing electric energy service to customers
through a combination of supply-side and demand-side resources that will result in the lowest overall,
lifetime costs to meet customers’ energy needs safely and reliably.

249.  The costs of a Clean Energy Standard, which allows for the use of nuclear generation,
are significantly lower than the costs of a Renewable Energy Standard that would not allow for the use
of nuclear generation.®
250. Having the Commission review and approve a utility’s load forecast and needs

assessment before the utility creates its IRP, having the Commission or Staff approve a utility’s ASRFI

language before the procurement process begins, and having a utility use an ASRFP process are

3 Arizona REST 2020 Progress Report at 18, 20-21, 22, 23.
%0 Id. at 26.

L

L

63 See id. at 31.

64 Arizona Coal Plant Valuation Study at 4.

65 Western Interconnect Clean Energy Study.
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consistent with recommended best practices for all-source electric generation procurement, ¢

251.  Staff’snitial proposal for the Energy Rules concluded that modification to the Resource
Planning and Procurement Rules was necessary to ensure that LSEs: (1) fulfill their obligations to serve
customers at just and reasonable rates; (2) use the most cost-effective manner to meet load capacity
needs; (3) minimize impacts on ratepayer bills; (4) evaluate existing resources, including retirement of
fossil fuel generating plants and expiring purchased power agreements; (5) achieve goals to procure
renewable energy resources by a certain time; (6) strengthen reliability, resiliency, and stability of
transmission and distribution systems; (7) implement EE and demand response programs; (8) reduce
greenhouse gas emissions and water consumption; and (9) address community choice aggregation,
tribal lands, and limited-income communities.

252.  Staff’s initial proposal for the Energy Rules also concluded that updating the GEE Rules
was necessary to consider calendar years after 2019, and that it was most appropriate to repeal the GEE
Rules and expand the EEE Rules to consider gas utilities by updating the definition of ““affected utility.”
Staff also recommended modifying the EEE Rules to consider calendar years past 2019 and integrating
the EEE rules with the Resource Planning and Procurement Rules. In addition, Staff recommended
modifying the REST rules by integrating them with the Resource Planning and Procurement Rules,
establishing a future renewable energy goal, defining distributed generation eligible technologies, and
incorporating the role of forest biomass energy and battery storage. Also, Staff recommended
amending the Net Metering Rules because the current Net Metering language is no longer applicable
to distributed generation customers on an export tariff. Last, Staff proposed repealing the EPS Rule
because the adoption of the REST Rules in Decision No. 69127 effectively superseded the EPS Rule.

253. The economic assumptions underlying the original REST Rules, and their purpose of
promoting the adoption of renewable generation resources, have changed dramatically since the REST
Rules were adopted. The cost, technology, and efficiency of solar energy resources have changed
dramatically; the distributed generation industry has expanded greatly; and the costs of residential

rooftop solar have been greatly reduced. These factors led to the Commission’s original decision to

66 See Best Practices for All-Source Procurement.
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7 Revising all of the

review, modernize, and expand the REST Rules and other associated rules.®
Commission’s existing energy-related rules is similarly appropriate because of the changes in
technology since the rules were adopted. The Commission routinely evaluates its energy-related rules
for fixed utilities as technology evolves, as energy policy at the state and federal level changes, and as
changes in the energy marketplace occur.

254. The Energy Rules are the culmination of the Commission’s efforts to modernize its
energy-related rules to increase regulated utilities” use of clean and renewable energy technologies,
ESS, and EE-based measures while maintaining safe and reliable service for electric customers. The
specific ASRFI and ASRFP energy procurement processes are designed to elicit a least-cost mix of
resources for each utility to meet its retail energy demands while maintaining reliability, deliverability,
and safety, and while reducing negative environmental impacts and risks. The Energy Rules recognize
the evolution of technology, changes in the energy marketplace, and changes in energy policy that have
been endorsed at the state and federal level to promote energy conservation, to consider alternative
energy resources, and to improve overall air quality.

255. Regulating an electric utility’s Resource Portfolio®® is an essential part of the
Commission’s obligation under Article 15, Section 3 of the Arizona Constitution to “prescribe just and
reasonable rates and charges to be made and collected . . . by public service corporations within the
State for service rendered therein” because a utility’s Resource Portfolio largely dictates its physical
assets and operating expenses and thus the revenue requirement its rates and charges are designed to
generate.

256. The Commission made the following Findings of Fact in Decision No. 69127

(November 14, 2006) and affirms them here:

231. Continued reliance on fossil fuel generation resources without
the addition of renewable generation resources is inadequate and
insufficient to promote and safeguard the security, convenience, health, and
safety of [electric utility] customers and the public, and is therefore unjust,
unreasonable, unsafe, and improper.

232. Itis just, reasonable, proper, and necessary to require a diverse

7 See Letter from Commissioner Little docketed September 14, 2016, in the REST Rules Docket.
6 A utility’s resource portfolio is defined in the Energy Rules to be the combination of supply-side and demand-side
resources to be used over a forecasted 15-year period to meet electric demand in a safe, reliable, and efficient manner.
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fuel supply for Arizona’s electricity needs in order to reduce reliance on
fossil fuel energy sources in Arizona to promote and safeguard the security,
convenience, health and safety of [electric utility] customers and the public
in Arizona,®

257. Furthermore, consistent with Decision No. 69127, the Commission finds that it is just,
reasonable, proper, and necessary to require electric utilities to increase the amount of clean energy
resources used in their resource portfolios in order to reduce air pollution emissions and their associated
external costs and to promote and safeguard the security, convenience, health, and safety of their
customers, their employees, and the public in Arizona.

258. According to Staff, 30 states, including Arizona, have enacted renewable energy
portfolio standards that typically require some percentage of an electric utility’s procured or sold
electricity to come from renewable energy sources. Among those, eight have a renewable energy
portfolio standard of 100 percent by a specific future year. The Energy Rules eliminate Arizona’s
REST and EPS and replace them with a carbon-emissions-reduction standard of 100 percent by 2050,
which incentivizes utilities to utilize resources that do not emit carbon while maintaining a flexible
approach as to the technology that can be used to satisfy the mandate.

259. The Commission acknowledges the adverse impacts of climate change and the role of
fossil fuel generation in climate change. The Commission also acknowledges and desires to improve
the air pollution and environmental pollution that results from fossil fuel generation. Reducing
emissions of carbon-based pollutants and greenhouse gases is expected to result in increased public
health and safety, and societal and economic benefits.

260. Changes to the Commission’s rules regarding resource planning and procurement are
warranted because of the development of new technologies, including renewable and clean generation,
distributed generation, and energy storage; increased energy demand; stable costs of natural gas prices;
increased stakeholder involvement; electric vehicle adoption; advanced production and cost modeling
technologies and methodologies; and changes in state and federal environmental and economic
regulations.

261. Replacing the EEE and GEE rules with the updated energy efficiency standard for

6 Decision No. 69127 at 55,
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electric utilities is necessary to maintain low-cost electricity for consumers and to reduce fossil fuel use
and environmental emissions. Although an energy efficiency mandate for gas utilities is not included
in the Energy Rules, gas utilities are given the option to provide DSM measures to customers. EE
measures have achieved an established record of reducing overall energy usage and total water use and
waste generation.

262. The focus on the early stages of Resource Portfolio development in the Energy Rules,
through approval of the load forecast and needs assessment, approving ASRFI and ASRFP language,
and use of the RPAC, allows the Commission to ensure that an LSE considers the factors necessary for
the cost-effective provision of safe and reliable electric service to its customers while meeting the Clean
Energy Implementation Plan requirements. It is expected that this will provide LSEs more assurance
that their procured resources will be acceptable to the Commission and potentially increase the
likelihood that LSEs will be able to obtain cost recovery for the resources in future ratemaking.

263. It i1s appropriate to adopt more lenient requirements for electric utilities that are
cooperatives in the Energy Rules, in recognition of the cooperatives’ non-profit status, smaller size,
and differing operating conditions, particularly their operation by a local board.

264. The Commission is continuing to investigate new methods for compensating customers
who install a distributed generation facility and export energy to the grid. Consequently, this
rulemaking makes only minor changes to the Net Metering Rules to apply only to grandfathered
customers.

265. The Energy Rules are intended to benefit communities that have been negatively
impacted by the closure of fossil fuel power plants by having utilities give such communities
preferential treatment when they are siting or purchasing renewable and clean energy resources as part
of the resource procurement process.

266. The Commission believes that the Energy Rules are necessary and in the public interest
in light of new technology, improved processes, and the evolving energy marketplace. The Energy
Rules provide a balanced position between utility costs and economic and environmental benefits while
ensuring safe, reliable, and affordable energy service to the people of Arizona. The Energy Rules are

the result of extensive stakeholder input and careful evaluation of data and information submitted to

65 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

the Commission; are reasonably necessary for effective ratemaking and for the convenience, comfort,
safety, and preservation of health of the customers of electric and gas utilities, and the general public;
and will result in the adoption of just, reasonable, safe, proper, adequate, and sufficient standards for
the generation, procurement, and delivery of electric and gas service.

267. The numerous comments the Commission has received from the public have been
overwhelmingly in support of the proposed Energy Rules.

Authority for this Rulemaking

268. The Commission possesses both constitutional and statutory authority to adopt the
Energy Rules, which were cited in the NPRM: Arizona Constitution, Article 15, §§ 3 and 13, and
A.R.S. §§ 40-202, 40-203, 40-204, 40-321, 40-322(A), 40-332(B), 40-336, 40-361, and 40-374. The
Commission additionally has statutory authority to adopt the Energy Rules under A.R.S. §§ 40-281
and 40-282.

269. Article 15, § 3 of the Arizona Constitution provides, in pertinent part:

The Corporation Commission shall have full power to, and shall, prescribe
just and reasonable classifications to be used and just and reasonable rates
and charges to be made and collected, by public service corporations within
the State for service rendered therein, and make reasonable rules,
regulations, and orders, by which such corporations shall be governed in the
transaction of business within the State, and may prescribe the forms of
contracts and the systems of keeping accounts to be used by such
corporations in transacting such business, and make and enforce reasonable
rules, regulations, and orders for the convenience, comfort, and safety, and
the preservation of the health, of the employees and patrons of such
corporations . . . .

This constitutional provision gives the Commission complete and exclusive authority to establish rates,
and the ratemaking authority is self-executing, granting the Commission the authority to make rules,
regulations, and orders that are reasonably necessary to exercise its ratemaking powers. Judicial review
of the Commission’s ratemaking decisions is limited to whether its determinations are arbitrary,

unlawful, or supported by substantial evidence.”

This constitutional provision also gives the
Commission permissive authority to regulate public service corporations through reasonable rules,

regulations, and orders “to preserve and protect public health, safety, convenience, and comfort.”” The

™ Johnson Ulilities, 249 Ariz. 215, 221-22, 99 21-23, 25 (2020).
" See id, at 222, 9 26.
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Commission’s permissive authority also is self-executing, but is not exclusive and plenary; instead, the
Commission shares its permissive authority with the legislature.”” As recognized by the Arizona

Supreme Court in Johnson Utilities, the Commission may impose upon a public service corporation

“any regulation necessary to protect public health and safety.””

270.  A.R.S. § 40-202 provides, in pertinent part:

A. The commission may supervise and regulate every public service
corporation in the state and do all things, whether specifically
designated in this title or in addition thereto, necessary and convenient
in the exercise of that power and jurisdiction. . . .

L. A public service corporation shall comply with every order, decision,
rule or regulation made by the commission in any matter relating to or
affecting its business as a public service corporation and shall do everything
necessary to secure compliance with and observance of every such order,
decision, rule or regulation.’

271.  A.R.S. § 40-203 states:

When the commission finds that the rates, fares, tolls, rentals, charges or
classifications, or any of them, demanded or collected by any public service
corporation for any service, product or commodity, or in connection
therewith, or that the rules, regulations, practices or contracts, are unjust,
discriminatory or preferential, illegal or insufficient, the commission shall
determine and prescribe them by order, as provided in this title.”

272.  A.R.S. § 40-321 states, in pertinent part:

A. When the commission finds that the equipment, appliances, facilities
or service of any public service corporation, or the methods of
manufacture, distribution, transmission, storage or supply employed by
it, are unjust, unreasonable, unsafe, improper, inadequate or insufficient,
the commission shall determine what is just, reasonable, safe, proper,
adequate or sufficient, and shall enforce its determination by order or
regulation.

B. The commission shall prescribe regulations for the performance of
any service or the furnishing of any commodity, and upon proper demand
and tender of rates, the public service corporation shall furnish the

2 Id. at 222, 99 26-28. The legislature has the authority to override regulations of the Commission, and when there is a
conflict between a Commission rule and a statute, the legislature’s police power prevails. Id. at 223, § 30.

B Id. at 231.

™ Emphasis added. The language of A.R.S. § 40-202(A), although broad, has been interpreted by the Arizona Supreme
Court as bestowing no additional powers on the Commission aside from those already granted by the Arizona Constitution
or specifically granted elsewhere by the legislature, although the Court acknowledged that it also provides the Commission
the authority to do those things necessary and convenient in the exercise of the powers so granted. Southern Pacific Co. v.
Arizona Corp. Comm 'n, 98 Ariz. 339, 348 (1965).

S Emphasis added.
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commodity or render the service within the time and upon the conditions
prescribed.

273.  AR.S. § 40-322(A) states, in pertinent part:

The commission may:

1. Ascertain and set just and reasonable standards, classifications,
regulations, practices, measurements or service to be furnished and
followed by public service corporations other than a railroad.

2. Ascertain and fix adequate and serviceable standards for the
measurement of quantity, quality, pressure, initial voltage or other condition
pertaining to the supply of the product, commodity or service furnished by
such public service corporation.

3. Prescribe reasonable regulations for the examination and testing of the
product, commodity or service and for the measurement thereof.”’

274.  A.R.S. § 40-332(B) provides, in pertinent part:

Every public service corporation shall allow every electricity supplier
and self-generator of electricity access to electric transmission service
and electric distribution service under rates and terms and conditions of
service that are just and reasonable as determined and approved by
regulatory agencies that have jurisdiction over electric transmission service
and electric distribution service. . . ."®

275.  A.R.S. § 40-336 provides:

The commission may by order, rule or regulation, require every public
service corporation to maintain and operate its line, plant, system,
equipment, and premises in a manner which will promote and
safeguard the health and safety of its employees, passengers, customers
and the public, and may prescribe the installation, use, maintenance and
operation of appropriate safety or other devices or appliances, including
interlocking and other protective devices at grade crossings or junctions and
block or other systems of signaling, establish uniform or other standards of
equipment, and req'uire the performance of any other act which health
or safety requires.”

276. A.R.S. § 40-361 provides:

A. Charges demanded or received by a public service corporation for any
commodity or service shall be just and reasonable. Every unjust or
unreasonable charge demanded or received is prohibited and unlawful.

B. Every public service corporation shall furnish and maintain such
service, equipment and facilities as will promote the safety, health,
comfort and convenience of its patrons, employees and the public, and
as will be in all respects adequate, efficient and reasonable.

" Emphasis added.
"7 Emphasis added.
8 Emphasis added.
" Emphasis added.
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C. All rules and regulations made by a public service corporation affecting
or pertaining to its charges or service to the public shall be just and
reasonable.

277.  AR.S. § 40-374 provides:

Except as otherwise provided in this chapter, no public service
corporation shall charge, demand, collect or receive a greater, less, or
different compensation for transportation of persons or property, or for
any product or commodity, or for any service rendered in connection
therewith, than the rates, fares, tolls, rentals and charges applicable to
such transportation or product, commodity or service specified in its
schedule on file and in effect at the time, nor shall any public service
corporation refund or remit, directly or indirectly, in any manner or by any
device, any part of the rates, fares, tolls, rentals and charges so specified,
nor extend to any person any form of contract, agreement, or any rule or
regulation, or any facility or privilege, except such as are regularly and
uniformly extended to all persons and except upon order of the
commission.*!

278.  A.R.S. §§ 40-281 and 40-282 require a public service corporation to obtain a Certificate
of Convenience and Necessity (“CC&N”) from the Commission before constructing any plant or
system, prohibit a public service corporation from exercising any right or privilege under a franchise
or permit without first obtaining a CC&N, and authorize the Commission to attach to the exercise of
rights under a CC&N such terms and conditions as the Commission deems that the public convenience
and necessity require. See A.R.S. §§ 40-281(A), (C); 40-282(C).

279. The Commission also has both constitutional and statutory authority specifically with
regard to requiring public service corporations to provide information, such as reports, to the
Commission. Atrticle 15, § 13 of the Arizona Constitution provides: “All public service corporations
. .. shall make such reports to the Corporation Commission, under oath, and provide such information
concerning their acts and operations as may be required by law, or by the Corporation Commission.”

Additionally, A.R.S. § 40-204 states, in pertinent part:

A. Every public service corporation shall furnish to the commission,
in the form and detail the commission prescribes, tabulations,
computations, annual reports, monthly or periodical reports of earnings
and expenses, and all other information required by it to carry into
effect the provisions of this title and shall make specific answers to all
questions submitted by the commission. If a corporation is unable to
answer any question, it shall give a good and sufficient reason therefor.

% Emphasis added.
81 Emphasis added. This statutory provision is specifically applicable in regard to the Energy Rules’ requirement for an
ESS tariff and the modification to the Retail Electric Competition Rules.
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B. When required by the commission, a public service corporation shall
deliver to the commission copies of any maps, profiles, contracts,
franchises, books, papers and records in its possession, or in any way
relating to its property or affecting its business, and also a complete
inventory of all its property in the form the commission directs.*

The Commission’s authority extends to reports as to both past business activities and future plans.

280. The Energy Rules are reasonably necessary for the Commission to exercise its exclusive
and plenary ratemaking powers under Article 15, § 3 of the Arizona Constitution; are authorized under
the Commission’s statutory authority cited above; and are authorized under the Commission’s
permissive authority under Article 15, § 3 of the Arizona Constitution, which grants the Commission
authority to regulate public service corporations in areas other than ratemaking, specifically authorizing
the Commission to “make and enforce reasonable rules, regulations, and orders for the convenience,
comfort, and safety, and the preservation of the health, of the employees and patrons of [public service]
corporations.” As clarified by the Supreme Court in Johnson Utilities, the Commission has permissive
authority over public health and safety, and to make reasonable orders benefiting the public at-large.®
The legislature has not exercised its police powers to enact any statutes in conflict with the Energy
Rules.

Rulemaking Requirements

281. Arizona has had a general rulemaking moratorium in place since fiscal year 2009-2010,
first through creation of the Arizona State Legislature and then through gubernatorial orders. The most
recent gubernatorial order is Executive Order 2021-02 (“EO 2021-02"), effective on February 12, 2021.
EO 2021-02 generally prohibits a state agency from conducting rulemaking except for specific
purposes and with prior written approval from the Office of the Governor. However, EO 2021-02
expressly exempts the Commission from its applicability, although it encourages all exempted state
officials and agencies to participate voluntarily within the context of their own rulemaking processes.

282. A.R.S. § 41-1057 exempts the Commission from having its rules reviewed by the

Governor’s Regulatory Review Counsel (“GRRC”), but requires the Commission to adopt substantially

82 Emphasis added.

8 Arizona Pub. Serv. Co. v. Arizona Corp. Comm 'n, 155 Ariz. 263 (App. 1987), approved in part, vacated in part, 157
Ariz, 532 (1988).

84 Johnson Ulilities, 249 Ariz. at 217,219,221, 99 1, 12, 23.
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similar rule review procedures, to include preparation of an EIS and a statement of the effect of the rule
on small business.

283. A.R.S. § 41-1022 requires an agency to prepare and submit to the Secretary of State, for
publication in the Arizona Administrative Register, a NPRM that includes the exact wording of the
rules proposed for adoption. The statute also requires an agency to allow for and accept public
comment on the NPRM as prescribed in A.R.S. § 41-1023.

284. A.R.S. § 41-1023 requires an agency to afford persons an opportunity to submit
comments on the proposed rules for at least 30 days after publication of the NPRM and prohibits an
agency from holding an oral proceeding on the NPRM earlier than 30 days after notice of the oral
proceeding 1s published in the Arizona Administrative Register.

285. A.R.S. § 41-1024 requires an agency to consider the public comments received on the
rules in a NPRM as well as the EIS and allows an agency to use its own experience, technical
competence, specialized knowledge, and judgment in making a rule.

286. A.R.S. § 41-1025 prohibits an agency from submitting a rule to GRRC that is
“substantially different” from the proposed rule in the NPRM and provides that all of the following

must be considered when determining whether a rule is substantially different:

1. The extent to which all persons affected by the rule should have
understood that the published proposed rule would affect their interests.

2. The extent to which the subject matter of the rule or the issues
determined by that rule are different from the subject matter or issues
involved in the published proposed rule.

3. The extent to which the effects of the rule differ from the effects of
the published proposed rule if it had been made instead.®

Although A.R.S. § 41-1025 does not refer to the Attorney General, and the Commission is not required
to submit its rules to GRRC, because the Commission is required to use substantially similar
rulemaking procedures, the Commission considers it necessary to perform supplemental proposed
rulemaking, as permitted under A.R.S. § 41-1022(E), if the Commission desires to make a modification

to a proposed rule that would result in its being “substantially different” from the proposed rule.

8 AR.S. § 41-1025(B).

71 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. RU-00000A-18-0284

287. AR.S. § 41-1044 requires the Attorney General to review rules that are exempt under
A.R.S. § 41-1057 and prohibits submission of a final rulemaking package for such rules to the Office
of the Secretary of State unless first approved by the Attorney General.®® Under A.R.S. § 41-1044, the
Attorney General has 60 days to review the rules to determine whether the rules are (1) in appropriate
form; (2) clear, concise, and understandable; (3) within the power of the agency to make and within
the enacted legislative standard; and (4) made in compliance with the appropriate procedures. If the
Attorney General determines that the rules meet the four criteria, the Attorney General endorses the
final rulemaking package with approval and submits it to the Secretary of State for publication in the
Arizona Administrative Register. The Attorney General is prohibited from approving a rule with an
mmediate effective date unless the Attorney General determines that the rule complies with A.R.S. §
41-1032.

288. Because this rulemaking is not being conducted wholly pursuant to the Commission’s
plenary and exclusive ratemaking authority under Art. 15, § 3, the Commission is required to obtain
Attorney General certification of this rulemaking under A.R.S. § 41-1044.

289. AR.S. § 41-1030(A) provides that a rule is invalid unless made and approved in
substantial compliance with A.R.S. §§ 41-1021 through 41-1029 and A.R.S. Title 41, Chapter 6,
Articles 4%7, 4.1, and 5.%8

290. A.R.S. §41-1031 provides that a rule is not final until the Secretary of State affixes the
time and date of filing to the rulemaking and EIS filed with the Secretary of State by GRRC or the
Attorney General, as applicable, or by an agency pursuant to a statutory exemption.

291. Under AR.S. § 41-1032, a rulemaking filed with the Secretary of State becomes
effective 60 days after filing, unless the agency promulgating the rulemaking includes in the Preamble
information demonstrating that the rule needs to be effective immediately on filing with the Secretary

of State, for any of the following reasons:

% Commission rules that are promulgated wholly pursuant to the Commission’s exclusive and plenary constitutional
ratemaking authority are not subject to review and certification by the Attorney General under A.R.S. § 41-1044 before
they may become effective. State ex rel. Corbin v. Arizona Corp. Comm’n, 174 Ariz. 216 (App. 1992); US West
Communications, Inc. v. Arizona Corp. Comm'n, 197 Ariz. 16, 24 (App. 1999); Phelps Dodge Corp. v. Arizona Elec. Power
Coop., 207 Ariz. 95 (App. 2004).

8 A.R.S. § 41-1044 is included in A.R.S. Title 41, Chapter 6, Article 4.

8 As stated previously, the Commission is exempt from A.R.S. Title 41, Chapter 6, Article 5 pursuant to A.R.S. §41-1057.
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(a) To preserve public peace, health, or safety;

(b) To avoid a violation of federal law or regulation or state law, if the need for an
immediate effective date is not caused by the agency’s delay or inaction;

(c) To comply with deadlines in amendments to an agency’s governing statute or
federal programs, if the need for an immediate effective date is not caused by the agency’s delay or
maction;

(d) To provide a benefit to the public, if a penalty is not associated with the violation
of the rule; or

(e) To adopt a rule less stringent than the rule currently in effect, if the rule does not
have an impact on the public health, safety, welfare, or environment or affect the public involvement
and participation process.

Public Comment and Responses

292. Exhibit B, attached hereto and incorporated herein, is Staff’s summary of the formal
comments received regarding the NPRM, along with Staff’s responses thereto. Staff did not
recommend any changes to the Energy Rules in response to the formal comments.

293.  Exhibit C, attached hereto and incorporated herein, is the Commission’s summary of
the formal comments received regarding the NPRM, along with the Commission’s responses thereto.
The summary of comments and the Commission’s responses to those comments, as set forth in Exhibit
C, should be included in the Preamble for a Notice of Final Rulemaking in this matter.

Recommended Modifications to the Proposed Rules

294.  Although we do not believe that any material changes should be made to the Energy

Rules, we find that the following minor modifications to the Energy Rules should be made to ensure
that they are clear, concise, and understandable; consistent with the stylistic requirements of the
Secretary of State; and consistent with the Commission’s practice of capitalizing terms that are defined
in the Energy Rules:

(a) In the relabeled R14-2-2307(B), “time of day” should be “time-of-day.”

(b) In R14-2-2701(1), “Commission approved” should be “Commission-approved.”

(c) In R14-2-2701(6), “wherein the Utility” should be “wherein a Utility.”
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In R14-2-2701(8), the following should be inserted after “metric tons™: *, and
calculated in accordance with R14-2-2704(E).”

In R14-2-2701(16), a comma should be inserted after “steam.”

In R14-2-2701(20)(a), the semicolon should be replaced with a comma.

In R14-2-2701(21), “and determined” should be replaced with “and ultimately
determined.”

In R14-2-2701(33), the semicolons should be replaced with commas.

In R14-2-2701(35), the semicolons should be replaced with commas.

In R14-2-2701(38), the definition for “Energy Efficiency Report™ should be

replaced with the following:

“Energy Efficiency Report” means information about a Utility’s
implementation of Demand-Side Resources, submitted to the
Commission every third year as required by R14-2-2704(C)(5)
and R14-2-2711 or, if a Gas Utility, as required by R14-2-2712.

In R14-2-2701(41), a comma should be inserted before “mitigating,” and the
semicolons should be replaced with commas.

In R14-2-2701(48), “census designated areas” should be replaced with “census-
designated places,” and “jurisdictions™ should be replaced with “jurisdictions or
boundaries.”

In R14-2-2701, the following new definition should be added:

“Independent” means that a Person 1s not Affiliated with a
Utility.

In R14-2-2701(57), the semicolons should be replaced with commas.
In R14-2-2701(59), “that is not a distribution cooperative and” should be deleted
as redundant.

In R14-2-2701, the following new definition should be added:

“Procurement Activity Report” means the annual submission of
information to the Commission required by R14-2-2709(B) and
R14-2-2710(D) and, if applicable, R14-2-2709(C).

In R14-2-2701(63), a comma should be added after “generation.”

74 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

()
(s)

(u)
v)

(x)

(y)

(2)

(aa)
(bb)
(cc)
(dd)
(ee)

(ff)

(gg)

(hh)

DOCKET NO. RU-00000A-18-0284

In R14-2-2701(64), “reflecting” should be replaced with “which reflect.”
R14-2-2701(67) should be deleted.

In R14-2-2701(74), “that have been approved by the Commission” should be
replaced with “that are submitted for Approval by or that have been approved by
the Commission” because the term “Tariff” is used in reference to an ESS Tariff
that is submitted for approval and thus not already approved.

In R14-2-2703(A)(1)(a) through (d), the semicolons should be commas.

In R14-2-2704(B)(1), “By January 1, 2030, a Load-Serving Entity’s resource
portfolio shall include” should be replaced with “If the Electric Utility is a Load-
Serving Entity, the Electric Utility’s Resource Portfolio shall, by January 1,
2030, include.”

In R14-2-2704(B)(2), “Utilities™ should be replaced with “the Electric Utility.”
In R14-2-2704(B)(2)(a), “Utility performance” should be replaced with “The
Utility’s performance.”

In R14-2-2704(B)(2)(b), “Utilities™ should be replaced with “The Utility.”

In R14-2-2704(B)(2)(d), “Utilities” should be replaced with “The Utility.”

In R14-2-2704(B)(4), a comma should be inserted between “Level” and “with,”
In R14-2-2704(C)(2)(c)(v), “RFP” should be replaced with “All-Source RFP.”
In R14-2-2704(C)(3)(b), “retail” should be added before “kWh sales.”

In R14-2-2704(C)(4), “premise” should be replaced with “premises.”

In R14-2-2704(E), “2016 to 2018” should be replaced with “2016 through
2018.”

In R14-2-2704(1), “objects to the” should be replaced with “objects to an™ and
“subsection (G)” should be replaced with “subsection (F).”

In R14-2-2704(M), “that the Electric utility shall fund an independent consultant
to be selected by Staff to assist” should be replaced with “that the Electric Utility
shall fund an Independent consultant, to be selected by Staff, to assist.”

In R14-2-2706(B)(4), “at least through” should be replaced with “through at
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least.”

In R14-2-2707(D), “agreement on refined ASRFI language™ should be replaced
with “agreement on ASRFI language.”

In R14-2-2707(E), “agreement on the Load-Serving Entity’s refined ASRFI
language” should be replaced with “agreement on ASRFI language.”

In R14-2-2707(E)(1) and (2), “Memorandum,” “Proposed Order,” and “Open
Meeting” should not be capitalized.

In R14-2-2707(F), “If Staff determines that the ASRFI language is in compliance
with subsection (A), or if Staff and the Load-Serving Entity are able to reach
agreement on the ASRFI language’s compliance” should be replaced with “If
Staff determines that the refined ASRFI language is in compliance with
subsection (A), or if Staff and the Load-Serving Entity are able to reach
agreement on ASRFI language that 1s in compliance.”

In R14-2-2707, the following should be added as a new subsection (H), to clarify
what is implicit in the proposed rule—that if the Commission chooses not to
review an RPAC member’s request made under subsection (F), the ASRFI
language that Staff has determined to be compliant or has agreed upon with the

LSE will be deemed approved:

H. If the Commission chooses not to review ASRFI language
pursuant to a request made under subsection (F), the ASRFI
language shall be deemed to have Commission Approval 45
days after the request is filed.

In R14-2-2708(A), “using the ASRFI language determined to be in compliance
with this Article” should be replaced with “using the ASRFI language resulting
from the process in R14-2-2707.”

In R14-2-2708(D)(2), “customers” should be replaced with “Customers.”

In R14-2-2708(D)(16), “customer” should be replaced with “Customer.”

In R14-2-2708(D)(17), “Affiliated interests” should be replaced with “Affiliated

Persons.”
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In R14-2-2708(F)(4), “through at least through one” should be replaced with
“through at least one.”

R14-2-2708(G) should be reworded as follows:

G. Within 30 days after the final Commission workshop, Staff
shall file a memorandum and proposed order recommending a
Resource Portfolio for use by the Load-Serving Entity. If Staff’s
memorandum and proposed order does not recommend a
Resource Portfolio that prioritizes the factors set forth in
subsection (C), Staff shall, in the memorandum and proposed
order, explain why and identify the factors set forth in subsection
(D) that the recommended Resource Portfolio prioritizes instead.

In R14-2-2708(H), “Memorandum”™ should be replaced with “memorandum.”
In R14-2-2708(J), “independent consultant” should be replaced with
“Independent consultant.”

In R14-2-2709(D)(1), the semicolon should be replaced with a comma.
R14-2-2709(E) should be reworded as follows:

E. If a Load-Serving Entity determines, during the
implementation period for its most recently approved Action
Plan, that it will be unable to implement any portion of the
Action Plan due to circumstances beyond its control, the Load-
Serving Entity shall file with the Commission, in a new docket,
notification of the circumstances preventing implementation
along with any appropriate request for extension or waiver under
R14-2-2716.

In R14-2-2710(A), “, which shall include” should be replaced with “and
includes.”

In R14-2-2710(A)(5), “retail” should be added before “kWh sales.”

In R14-2-2710(B), “that shall include™ should be replaced with “that includes.”
In R14-2-2710(B)(1)(a), “Sales to end users” should be replaced with “Sales for
End Use.”

In R14-2-2710(B)(3), “for each of the previous calendar year” should be
replaced with “for the previous calendar year.”

In R14-2-2710(B)(4), “kilowatt-hours” should be replaced with “Kilowatt-
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hours.”

In R14-2-2710(C), “that shall include™ should be replaced with “that includes.”
In R14-2-2710(C)(1)(h), “megawatt hour” should be replaced with “megawatt-
hour.”

In R14-2-2710(C)(4), “an RFP” should be replaced with “an All-Source RFP.”
In R14-2-2711(B), “for each Demand-Side Resource” should be replaced with
“for each new Demand-Side Resource.”

In R14-2-2712(B)(1) and (2), the semicolons should be replaced with commas.
In R14-2-2713(A)(2), a comma should be added before “Distributed Storage.”
In R14-2-2714, in each place where it appears, “RFP” should be replaced with
“All-Source RFP.”

In R14-2-2714(C), “on a vendor list” should be replaced with “on the vendor
list.”

In R14-2-2714(H), “an entity” should be replaced with “a Person,” and

“Affiliated entity’s” should be replaced with “Affiliated Person’s.”

(mmm)In R14-2-2716(C)(5), “megawatt” should be “megawatts” in both places where

(nnn)

(000)

(ppp)

1t appears.

R14-2-2716(D) should be reworded as follows:

D. If the Commission determines that a Load-Serving Entity
was not entitled to invoke one of the exceptions of subsection
(C) for an acquisition, the Commission shall not allow recovery
of the costs incurred by the Load-Serving Entity related to the
acquisition.

In R14-2-2717(B), “cooperative’s” should be replaced with “Cooperative’s.”
R14-2-2717(D) should be reworded as follows:

D. Upon Commission Approval of a Load-Serving
Cooperative’s Integrated Resource Plan, including its Action
Plan, the provisions of the Integrated Resource Plan shall
substitute for the requirements set forth in this Article.
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295.  We find that the modifications described in Findings of Fact No. 294 do not result in
any of the affected Sections being substantially different, under A.R.S. § 41-1025, than they were in
the NPRM because (1) none of the modified Sections would affect the interests of any person whose
interests were not affected by the Sections as included in the NPRM, (2) the subject matter and issues
determined by the modified Sections are not different from the subject matter and issues determined
by the Sections as included in the NPRM, and (3) the effects of the modified Sections do not differ
from the effects of the Sections as included in the NPRM.

Economic Impacts of the Rules

296. The Commission is exempt from the requirements pertaining to GRRC in AR.S.
Chapter 6, Article 5, which includes the requirement in A.R.S. § 41-1052 for an agency to prepare and
transmit to GRRC an “economic, small business and consumer impact statement that meets the
requirements of A.R.S. § 41-1055 and the requirement in A.R.S. § 41-1055 concerning the contents
of an “economic, small business, and consumer impact statement.” Under A.R.S. § 41-1057(A)(2), the
Commission is required to adopt “substantially similar rule review procedures, including the
preparation of an economic impact statement and a statement of the effect of the rule on small
business.”

297. Because “economic impact statement,” the term used in A.R.S. § 41-1057(A)(2), is not
defined, the Commission generally has referred to A.R.S. § 41-1055(B) for guidance on what to include
in its EIS.

298. A.R.S. § 41-1055(B) requires an economic, small business, and consumer impact
statement to include the following: (1) an identification of the proposed rulemaking; (2) an
1dentification of the persons who will be directly affected by, bear the costs of, or directly benefit from
the rulemaking; (3) a cost-benefit analysis including the probable costs and benefits to the
implementing agency and other agencies, the probable costs and benefits to a political subdivision
affected by the implementation and enforcement of the rulemaking, and the probable costs and benefits
to businesses directly affected by the proposed rulemaking; (4) a general description of the probable
impact on private and public employment; (5) a statement of the probable impact on small businesses;

(6) a statement of the probable effect on state revenues; (7) a description of any less intrusive or less
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costly alternative methods of achieving the purpose of the rulemaking; and (8) a description of any data
on which a rule is based, with a detailed explanation of how the data was obtained and why the data is
acceptable data. Under § 40-1055(C), if adequate data is not reasonably available, the agency must
explain the limitations of the data and the methods used to attempt to obtain the data, and shall
characterize the probable impacts in qualitative terms.

299. The Revised EIS, filed by Staff on February 26, 2021, contains information addressing
each of the criteria described in A.R.S. § 41-1055(B). Staff included a list and description of data,
reports, and analyses provided to the Commission and relied on in the development of the Energy Rules
in this docket, in Docket No. EO0000V-15-0094 (In the matter of Resource Planning and Procurement
in 2015 and 2016), and in the IRP Docket. The list is not exhaustive of the information, data, and
analyses used by the Commission in creating the Energy Rules, which has been obtained through the
numerous dockets identified throughout this Decision and of which the Commission has taken official
notice herein.

300. The Revised EIS attached as Exhibit D accurately conveys the anticipated economic
impacts of this rulemaking, contains information substantially similar to that required by A.R.S. § 41-
1055(B), and thus complies with A.R.S. § 41-1057(A)(2) and should be adopted as the EIS for this
rulemaking.

Resolution

301. It 1s necessary for the convenience, comfort, and safety, and the preservation of the
health, of the employees and patrons of electric utilities, and is in the public interest to adopt the Energy
Rules so that Arizona’s electric utilities will reduce and ultimately eliminate the carbon emissions and
air pollution caused by generation of electricity using resources that are not clean energy resources.

302. It is in the public interest to adopt the Energy Rules so that Arizona’s electric utilities
will increase the use of ESS on their systems, including the use of customer-owned and customer-
leased ESS.

303. It is in the public interest to adopt the Energy Rules so that Arizona’s electric utilities

will increase the use of demand-side resources, and the use of EE, on their systems.
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304. It is in the public interest to adopt the Energy Rules so that Arizona’s electric utilities
will decrease the use of fossil fuel generating units that consume a great deal of water that could be put
to other beneficial uses in Arizona.

305. Itisin the public interest to adopt the Energy Rules, as published in the NPRM, through
a Notice of Final Rulemaking (“NFRM?”).

306. It 1sin the public interest to require Staff to file with the Office of the Attorney General,
by May 14, 2021, a NFRM package that includes:

(a) A NFRM created by combining (i) the text of the Energy Rules as published in
the NPRM (Exhibit A), with the modifications described in Findings of Fact No. 294; and (ii) a final
Preamble complying with A.R.S. § 41-1001(16)(d);

(b) The EIS attached as Exhibit D;

(c) Any additional documents required by the Office of the Attorney General for
processing under A.R.S. § 41-1044; and

(d) Any additional documents required for publication and codification by the
Office of the Secretary of State after approval by the Office of the Attorney General.

307. The Commission finds that it is in the public interest to allow the Energy Rules to
become effective 60 days after the date of filing with the Office of the Secretary of State, as provided
mA.RS. §41-1032.

CONCLUSIONS OF LAW

Is Pursuant to Arizona Constitution, Art. 15, §§ 3 and 13 and A.R.S. §§ 40-202, 40-203,
40-204, 40-281, 40-282, 40-321, 40-322(A), 40-332(B), 40-336, 40-361, and 40-374, the Commission
has authority and jurisdiction to revise A.A.C. Title 14, Chapter 2 by adopting new energy-related rules
in a new Article 27; by repealing A.A.C. Title 14, Chapter 2, Articles 7, 18, 24, and 25, and A.A.C.
R14-2-1618; and by amending A.A.C. R14-2-2302 and R14-2-2307, as set forth in the NPRM attached
hereto as Exhibit A and with the modifications described in Findings of Fact No. 294.

2. The Commission is required to submit this rulemaking to the Office of the Attorney
General for review and approval under A.R.S. § 41-1044.

3. The NRDO and NPRM for this rulemaking were published in the Arizona
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Administrative Register on December 18, 2020, as required by A.R.S. §§ 41-1021 and 41-1022.

4. Notice of the oral proceedings regarding the NPRM was provided in the manner
prescribed by law.

5 The rules set forth for A.A.C. Title 14, Chapter 2, Article 27 and for the amendments to
A.A.C.R14-2-2302 and R14-2-2307 in the NPRM attached hereto as Exhibit A, with the modifications
described 1n Findings of Fact No. 294, are clear, concise, and understandable; within the Commission’s
power to make; within enacted legislative standards; and made in compliance with appropriate
procedures.

6. Adoption of the rules set forth for A.A.C. Title 14, Chapter 2, Article 27, and amended
rules AL A.C. R14-2-2302 and R14-2-2307, in the NPRM attached hereto as Exhibit A, with the
modifications described in Findings of Fact No. 294, is just and reasonable and in the public interest.

o Repealing A.A.C. Title 14, Chapter 2, Articles 7, 18, 24, and 25, and A.A.C. R14-2-
1618, as set forth in the NPRM attached hereto as Exhibit A is just and reasonable and in the public
mterest.

8. The EIS attached hereto as Exhibit D substantially conforms to the requirements of
AR.S. §§ 41-1057 and 41-1055.

9. The summary of the written and oral comments received concerning the NPRM and the
Commission’s responses to those comments set forth in Exhibit C is accurate, will comply with A.R.S.
§ 41-1001(16)(d), and should be included in the Preamble for the NFRM for this matter.

10.  Itisin the public interest to file with the Office of the Attorney General, for review and
approval under A.R.S. § 41-1044, a NFRM package that conforms to Findings of Fact No. 306.

ORDER

IT IS THEREFORE ORDERED that the Commission hereby adopts the revisions to A.A.C.
Title 14, Chapter 2 reflected in the Notice of Proposed Rulemaking attached hereto as Exhibit A and
with the modifications described in Findings of Fact No. 294.

IT IS FURTHER ORDERED that the Commission hereby adopts the Economic, Small
Business, and Consumer Impact Statement attached hereto as Exhibit D.

IT IS FURTHER ORDERED that the Commission’s Utilities Division/Legal Division shall, by
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May 14, 2021, prepare and file with the Office of the Attorney General, for review and approval under
A.R.S. § 41-1044, a Notice of Final Rulemaking package that includes:
N A Notice of Final Rulemaking created by combining (a) the revisions to A.A.C. Title
14, Chapter 2 reflected in the Notice of Proposed Rulemaking attached hereto as Exhibit
A and with the modifications described in Findings of Fact No. 294; and (b) a Preamble
that conforms to A.R.S. § 41-1001(16)(d) and includes the summary of comments and
Commission responses set forth in Exhibit C;
2 The Economic, Small Business, and Consumer Impact Statement attached as Exhibit D;
3. Any additional documents required by the Office of the Attorney General for processing
under A.R.S. § 41-1044; and
4. Any additional documents required for publication and codification by the Office of the

Secretary of State after approval by the Office of the Attorney General.
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IT IS FURTHER ORDERED that the Commission’s Utilities Division/Legal Division is
authorized to make non-substantive changes in the text of A.A.C. Title 14, Chapter 2, Article 27 and
A.A.C. R14-2-2302 and R14-2-2307 as adopted herein; the Economic, Small Business, and Consumer
Impact Statement adopted herein; and any of the additional documents required by the Office of the
Attorney General or the Office of the Secretary of State during the review and approval, publication,
or codification processes, unless the Commission requires otherwise after notification of those changes.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRWOMAN MARQUEZ PETERSON COMMISSIONER KENNEDY

COMMISSIONER OLSON COMMISSIONER TOVAR COMMISSIONER O’CONNOR

IN WITNESS WHEREOF, I, MATTHEW J. NEUBERT,
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of 2021.

MATTHEW J. NEUBERT
EXECUTIVE DIRECTOR

DISSENT

DISSENT
JLM/gb
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NOTICES OF PROPOSED RULEMAKING

This section of the Arizona Administrative Register Under the APA, an agency must allow at least 30 days to
contains Notices of Proposed Rulemakings. elapse after the publication of the Notice of Proposed

A proposed rulemaking is filed by an agency upon Rulemaking in the Register before beginning any
completion and submittal of a Notice of Rulemaking proceedings for making, amending, or repealing any rule
Docket Opening. Often these two documents are filed at (A.R.S. §§ 41-1013 and 41-1022).
the same time and published in the same Register issue. The Office of the Secretary of State is the filing office and

When an agency files a Notice of Proposed publisher of these rules. Questions about the interpretation
Rulemaking under the Administrative Procedure Act of the proposed rules should be addressed to the agency

(APA), the notice is published in the Register within three that promulgated the rules. Refer to item #4 below to contact
weeks of filing. See the publication schedule in the back of  the person charged with the rulemaking and item #10 for the
each issue of the Register for more information. close of record and information related to public hearings

and oral comments.

NOTICE OF PROPOSED RULEMAKING

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;

SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
[R20-206]
PREAMBLE
1. Article, Part, or Section Affected (as applicable) Rulemaking Action
Article 7 Repeal
R14-2-701 Repeal
R14-2-702 Repeal
R14-2-703 Repeal
R14-2-704 Repeal
R14-2-705 Repeal
R14-2-706 Repeal
R14-2-1618 Repeal
Article 18 Repeal
R14-2-1801 Repeal
R14-2-1802 Repeal
R14-2-1803 Repeal
R14-2-1804 Repeal
R14-2-1805 Repeal
R14-2-1806 Repeal
R14-2-1807 Repeal
R14-2-1808 Repeal
R14-2-1809 Repeal
R14-2-1810 Repeal
R14-2-1811 Repeal
R14-2-1812 Repeal
R14-2-1813 Repeal
R14-2-1814 Repeal
R14-2-1815 Repeal
R14-2-1816 Repeal
Appendix A Repeal
R14-2-2302 Amend
R14-2-2307 Amend
Article 24 Repeal
R14-2-2401 Repeal
R14-2-2402 Repeal
R14-2-2403 Repeal
R14-2-2404 Repeal
R14-2-2405 Repeal
R14-2-2406 Repeal
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R14-2-2407
R14-2-2408
R14-2-2409
R14-2-2410
R14-2-2411
R14-2-2412
R14-2-2413
R14-2-2414
R14-2-2415
R14-2-2416
R14-2-2417
R14-2-2418
R14-2-2419
Article 25

R14-2-2501
R14-2-2502
R14-2-2503
R14-2-2504
R14-2-2505
R14-2-2506
R14-2-2507
R14-2-2508
R14-2-2509
R14-2-2510
R14-2-2511
R14-2-2512
R14-2-2513
R14-2-2514
R14-2-2515
R14-2-2516
R14-2-2517
R14-2-2518
R14-2-2519
R14-2-2520
Article 27

R14-2-2701
R14-2-2702
R14-2-2703
R14-2-2704
R14-2-2705
R14-2-2706
R14-2-2707
R14-2-2708
R14-2-2709
R14-2-2710
R14-2-2711
R14-2-2712
R14-2-2713
R14-2-2714
R14-2-2715
R14-2-2716
R14-2-2717
R14-2-2718

implementin

he
s

Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
Repeal
New Article
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section
New Section

fute (specifi
Constitutional authority and authorizing statutes: Arizona Constitution Article XV, §§ 3, 13; A.R.S. §§ 40-202, 40-203, 40-204,
40-321, 40-322(A), 40-332(B), 40-336, 40-361, and 40-374.

Implementing constitutional provisions and statutes: Arizona Constitution Article XV, §§ 3, 13; A.R.S. §§ 40-202, 40-203, 40-204,
40-321, 40-322(A), 40-332(B), 40-336, 40-361, and 40-374.
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1hgprgp0§gg rglg:
Notice of Rulemaking Docket Opening: 26 A.A.R. 3262, December 18, 2020 (in this issue)

4. Th ency’ n rson wh n answer stions a he rulemaking:
Name: Maureen A, Scott, Deputy Chief of Litigation and Appeals
Address: Corporation Commission

Legal Division
1200 W. Washington St.
Phoenix, AZ 85007

Telephone:  (602) 542-3402

Fax: (602) 542-4780

E-mail: Mscott@azce.gov

Website: WWW.AzZCe.gov

Name: Patrick LaMere, Executive Consultant
Address: Corporation Commission

Utilities Division

1200 W. Washington St.

Phoenix. AZ 85007
Telephone: (602) 542-4382

E-mail: PLaMere(@azce.gov
5. An agencx’?_, justification and reason why a rule should be made, amended, repealed or renumbered, to include

With this rulemaking, the Commission adds a new Article 27, entitled “Energy Rules™ to 14 A.A.C. 2, the Chapter containing the
Commission’s rules for fixed utilities, with the new Article 27 including 18 new rules. Furthermore, in the same chapter, this
rulemaking (1) Repeals the Commission’s Resource Planning and Procurement Rules (14 A.A.C. 2, Article 7); (2) Repeals the
Environmental Portfolio Standard Rule (A.A.C. R14-2-1618);(3) Repeals the Renewable Energy Standard and Tariff (“REST™)
Rules (14 A.A.C. 2, Article 18); (4) Amends A.A.C. R14-2-2302 and R14-2-2307 in the Net Metering Rules; (5) Repeals the Elec-
tric Energy Efficiency (“EEE”) Rules (14 A.A.C. 2, Article 24); and (6) Repeals the Gas Energy Efficiency Rules (“GEE”) (14
A.A.C. 2, Article 25). The new Energy Rules establish mandatory standards for Commission-regulated utilities, specifically public
service corporations under Arizona Constitution, Article 15, § 2, to follow in generating, procuring, and delivering electric or gas
service to the public in Arizona. The new Energy Rules require: (1) each Electric Utility to propose a Clean Energy Implementa-
tion Plan that achieves a 100% reduction in its carbon emissions by January 1, 2050, a demand-side resource capacity of 35% by
January 1, 2030, an average of at least 1.3% annual energy efficiency savings starting in 2021, and a 5% energy storage capacity
requirement; (2) each Class A Gas utility to consider and propose energy efficiency measures and programs; and (3) each Load-
Serving Entity (“LSE”) to follow a resource planning process, including, for all new resource procurements, an all-source request
for information (“ASRFI™) process, and an all-source request for proposals (“ASRFP") process. The new Energy Rules require the
ASRFP process to be overseen by an Independent Monitor. The new Energy Rules provide exceptions from the ASRFI and
ASRFP processes under specified exigent circumstances and exempt distribution cooperatives from the requirements applicable to
LSEs, instead adopting a more flexible Clean Energy Implementation Plan requirement for cooperatives. They also provide for
robust and diverse stakeholder involvement in LSEs’ development of load forecasts and needs assessments to be used in ASRFIs
and for Commission approval of LSEs” load forecasts and needs assessments after additional public involvement through at least
one workshop conducted by the Commission’s Utilities Division. Additionally, the new Energy Rules require an LSE to obtain
Commission approval of a Resource Portfolio to be implemented by the LSE, the first five years of which are considered to be the
LSE’s Action Plan. Further, the new Energy Rules require each Electric Utility to file, for Commission approval, at least one
Energy Storage System (“ESS™) Tariff designed to incentivize the addition of ESS. The new Energy Rules also impose reporting
requirements and provide that the costs to comply with the Energy Rules shall be allowed only if the Commission determines, in a
rate case, that they are prudent.

The purpose of the Energy Rules is to promote regulated utilities to increase the utilization of clean and renewable energy technol-
ogies. energy storage, and energy efficiency-based measures while maintaining safe and reliable service to meet the electric needs
of their customers. The rules incorporate transparent ASRF1 and ASRFP energy procurement processes designed to elicit a least-
cost mix of resources for the utility to meet its retail energy demands while maintaining reliability, deliverability, and safety, and
reducing negative environmental impacts and risk.

On August 22, 2016, Docket No. E-00000Q-16-0289 was opened for the Review, Modernization and Expansion of the Arizona
REST Rules and Associated Rules. On August 14, 2018, the Commission directed Staff to initiate a rulemaking docket to evaluate
the proposal for Arizona energy modernization. Docket No. RU-00000A-18-0284 was opened on August 17, 2018. Commission
Staff was further directed to research and review existing rules in other states regarding energy-related topics such as, but not lim-
ited to: resource planning and procurement, energy efficiency, renewable energy standards, net metering, forest bioenergy, distrib-
uted generation, baseload security, transmission project assessment, retail electric competition, electric vehicles, blockchain
technology or transactive energy, battery storage, and any other energy-related topic.

The Commission has long recognized the need to evaluate its existing energy-related rules for fixed utilities as technology has
evolved, changes in energy policy have been endorsed at the state and federal level, and the energy marketplace has changed. At
the federal level a number of policies focused on promoting energy conservation, considering alternative energy resources, and
improving overall air quality have influenced the Commission’s Energy Rules, such as the Public Utility Regulatory Act of 1978
or “PURPA"™ (part of the National Energy Act), The Energy Policy Act of 1992, and The Energy Policy Act of 2005. In line with
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these federal policies, other states’ policies, circumstances and existing policies in Arizona, as well as the Commission’s review
and evaluation of these issues, resulted in the Commission enacting updates and modifications to a number of existing rules.

In Decision No. 63364 (February 8, 2001), modified by Decision No. 63486 (March 29, 2001), the Commission adopted the EPS
Rule which imposes requirements for an LSE to obtain a specified percentage of total retail energy sold from new solar resources
or renewable electricity technologies. In 2006, the Commission adopted REST Rules, in Decision No. 69127 (November 14,
2006). The REST Rules require affected utilities to satisfy an annual renewable energy requirement up to 15 percent of retail sales
by 2024. In Decision No. 74882 (December 31; 2014), the Commission amended the REST Rules to clarify and update how the
Commission deals with renewable energy compliance.

As of September 2020, 30 States, including Arizona, have enacted a renewable energy portfolio standard typically requiring some
percentage of an electric utility’s procured or sold electricity to come from renewable energy sources, Among those, eight have a
renewable energy portfolio standard of 100 percent by a specific future year. This rulemaking eliminates Arizona’s renewable
energy standard and EPS and replaces them with a carbon emissions reduction standard of 100% by 2050. The carbon emissions
standard will incentivize utilities to utilize resources that do not emit carbon into the atmosphere while maintaining a flexible
approach to satisfying the mandate.

In 1989, the Commission adopted Resource Planning and Procurement Rules requiring LSEs to meet its their forecasted annual
peak and energy demand through a balance of supply-side and demand-side resources through an integrated resource plan (“IRP™);
with input from stakeholders in a transparent process. In accordance with the purpose of this rulemaking, in Decision No. 57589,
(October 29, 1991) Staff issued its first assessment on the LSEs’ IRPs and stated, inter alia: “This Commission certainly recog-
nizes the importance of protecting our fragile environment. However, there must be a careful balancing of the costs and benefits
including consideration of ratepayer concerns, utility financial stability, and economic growth within the service areas...” The
Commission’s rules were further amended in Commission Decision No. 71722 (June 3, 2010) to include consideration of a diverse
portfolio of purchased power, utility-owned generation, renewables, demand-side management, and distributed generation. Since
that time, significant drivers have shaped a need for consideration of change to the Commission’s rules concerning resource plan-
ning and procurement. Specifically, the development of new technologies such as renewable and clean generation, distributed gen-
eration, and energy storage; increased energy demand; stable costs of natural gas prices; increased stakeholder involvement;
electric vehicle adoption; advanced production and cost modeling technologies and methodologies; and changes in state and fed-
eral environmental and economic regulations have created a need to modernize the Commission’s procurement process.

In 2010, the Commission adopted energy efficiency rules for gas and electric utilities, respectively, in Decision No. 71819 (August
10, 2010) and Decision No. 72042 (December 10, 2010). The energy efficiency rules require an affected utility to achieve cumula-
tive annual energy savings, measured in Kilowatt-Hours (“kWh”) (or therm or them-equivalents), equivalent to a percentage of the
utility’s retail energy sales for a specific calendar year. By December 31, 2020, an electric utility is required to achieve, from cost-
effective demand-side management energy efficiency programs, cumulative annual energy savings equivalent to at least 22% of its
retail electric energy sales for calendar year 2019. Gas utilities are required to achieve, through demand-side management and
renewable energy resource technology programs, cumulative annual energy savings, expressed as therms or therm equivalents,
equal to at least 6% of the affected utility’s retail gas energy sales for calendar year 2019. This rulemaking replaces both these rules
with an updated energy efficiency standard for electric utilities. While this rulemaking does not adopt an energy efficiency man-
date for gas utilities, it provides gas utilities an option to provide demand-side management measures to their customers. Energy
efficiency has successfully achieved an established record of reducing overall energy usage, as well as reducing total water use and
waste generation. Replacing the Commission’s rules concerning electric energy efficiency is necessary to maintain low-cost elec-
tricity for consumers and reduce fossil fuel use and environmental emissions.

In Decision No. 70567 (October 23, 2008), the Commission adopted rules for net metering which provide consumers the opportu-
nity to be compensated for installing a distributed technology resource and to be compensated for an energy generated in excess of
their energy needs. In Decision No. 75859 (January 3, 2017), the Commission ordered Staff to file potential modifications to the
current Net Metering Rules to comport with changes in circumstances since their adoption. Accordingly, this rulemaking makes
minor changes to modify the rules to only apply to grandfathered customers while the Commission continues to investigate new
methods for compensating customers who install a distributed generation facility and export energy back to a utility.

In accordance with the historical practices of the Commission and in light of new technology, improved processes, and the evolv-
ing energy marketplace, the Commission believes the redactions, modifications, and additions contained in this rulemaking are
necessary and in the public interest. The new Energy Rules provide a balanced position between utility costs and economic and
environmental benefits while ensuring safe. reliable, and affordable energy service to the people of Arizona.

6. A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not to
rely on 1:n its evaluation of or iustificatipn for the rule. where the public may obtain_or review each study, all data
AU 14 ©Saldl SLUd dliiil dll alid 515 OF edCrl StUd and otn i
Not applicable
A ing

Not applicable
8. The preliminary summary of the economic, small business. and consumer impact:

The public at large will benefit from the new Energy Rules. A carbon reduction standard of 100 percent will promote the genera-
tion of electricity from clean and renewable technologizes which emit little to no pollutants into the atmosphere, and at rates deter-
mined by the Commission to be just and reasonable. Conventional technology resources such as coal, oil, and natural gas emit
carbon dioxide and other greenhouse gases which are known to have negative impacts on human health and safety and the environ-
ment. The general population can expect reduced negative health problems associated with limiting the negative impacts to overall
air quality. Reducing the emissions of greenhouse gases, which have been known to increase global temperatures, cause rising sea-
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levels, and increase the frequency and/or intensity of extreme weather events, can result in increased societal and economic bene-
fits that cannot be quantified at this time. In addition, most renewable and clean energy resources have no fuel costs (e.g., solar,
wind and geothermal heat); are available locally in Arizona; and are not subject to supply disruptions, manipulation of market
prices, or wild unanticipated fluctuations in price.

Electricity consumers will benefit from the energy efficiency standards. Energy efficiency measures and programs are designed to
reduce the overall consumption of electrical energy by end-users, reducing the need to generate additional electricity. Since the
overall energy consumption will be reduced, the total energy load and peak demand of the utility providing electricity will be
reduced. Additional cost saving will be realized by consumers because they will need to purchase less electricity to meet their
energy needs.

For electric utilities, the costs for complying with the rulemaking will vary over time. Electric Utilities can expect increased invest-
ment in clean and renewable technologies, energy storage, and demand-side management measures and programs which may
increase overall costs for generating electricity. This is dependent on each electric utility’s current technologies utilized for meet-
ing its retail load and peak demand, and the useful life of those technologies. With the repeal of a number of current Articles, a util-
ity can expect a benefit in the total cost for complying with the filing requirements contained in this rulemaking as compared to the
rules that exist currently. At this time, it is uncertain whether there will be a need for any additional utility personnel in order to
comply with the standards contained in this rulemaking. For complying with these rules, it is uncertain at this time whether electric
utilities that are LSEs will have additional costs or benefits for complying with the requirements of this rulemaking.

It is expected that persons who will be directly affected by, bear the costs of, or directly benefit from this rulemaking includes: (a)
The general public; (b) Consumers of electric service; (C) Consumers of gas service; (D) Electric public service corporations; (E)
Class A Gas public service corporations; (F) The Arizona Corporation Commission; (G) Any industry associated with generating,
producing, delivering electric energy: (H) Manufacturers and distributors of energy efficiency technologies and other clean energy
technologies; and (I) Public entities, such as schools, cities, counties, or state agencies.

9. The agency’s contact person who can answer gquestions about the economic, small business and consumer
impact statement:
Name: Patrick LaMere

Address: Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Telephone:  (602) 542-4382

E-mail: PLaMere(@azce.gov
Website: WWW.AZCC. 2oV
10. The tim la nd nature of the proceedings to make., amend, repeal. orr mber the rule, or if no pr in

is scheduled. where. when, and how persons may request an oral proceeding on the proposed rule:

The Commission has scheduled two telephonic oral proceedings to receive public comments on the Notice of Proposed Rulemak-

ing on:
Dates: January 19 and 20, 2021
Time: 10:00 a.m.
Telephone: 1-888-450-5996, passcode 457395#
Nature: Telephonic Oral Proceedings

Interested persons can submit written comments on the proposed rulemaking to the Commission’s Docket Control at 1200 W,
Washington St., Phoenix, AZ 85007 or through the Commission’s website (azcc.gov). To submit a comment electronically, go to
azce.gov, select the tab “Cases and Open Meetings,” and select “Make a Public Comment in a Docket.” This leads to a fillable
form that can be submitted electronically. An interested person can also “eFile” written comments and “Follow a Docket” to
receive notice of all filings made in this rulemaking by going to azcc.gov, selecting the tab “Cases and Open Meetings,” and select-
ing “eFile in a Case.” Creation of a free ACC Portal account is required to eFile or Follow a Docket.

Please reference Docket No. RU-00000A-18-0284, on all documents. The Commission requests that written comments be filed by
January 22, 2021. Oral comments may be provided during the telephonic oral proceedings to be held on January 19 and 20, 2021.

11. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule
or class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall

Not applicable

a. Whether the rule requires a permit, whether a general permit is used and if not. the reasons why a general
permit is not used:
Not applicable

Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than federal
law and if so, citation to the statutory authority to exceed the requirements of federal law:

Not applicable
Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitive-
S & 33 i = 4 = = - A3 = = = = = 3

=
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURGE-RLANNING-AND-RROGUREMENT-REPEALED

Section

R14-2-701. PefinitionsRepealed

R14-2-702. AppheabilityRepealed

R14-2-703. Loud-serving-entity Feporting requirementsRepealed

R14-2-704. Cappptissdontadenolond-re i enttberesouree-phans Lopenled
R14-2-705. ProcurementRepealed

R14-2-706. Independent-Monitor-Seleetion-and-RespensibilitiesRepealed
ARTICLE 16. RETAIL ELECTRIC COMPETITION

Section
R14-2-1618. Envirenmental Portfolio- StandardRepealed

ARTICLE 18. RENEWABLE-ENERGY-STANDARB-ANB-FARIFFREPEALED

Section

R14-2-1801. DefinitionsRepealed

R14-2-1802.  Ehgible Renewable EnereyResoureesRepealed
R14-2-1803. Renewable Enersy CreditsRepealed

R14-2-1804. AsnnualRenewable Energy RequirementRepealed
R14-2-1805. DBistributed-Renewable-Energy-RequirementRepealed
R14-2-1806.  Extra-CreditMultiphiersRepealed

R14-2-1807. Manufacturing Partial CreditRepealed

R14-2-1808.  FariffRepealed

R14-2-1809. EustomerSelDirected Renewable Enerpy OptionRepealed
R14-2-1810.  Uniferm-CreditPurchase-ProgramRepealed
R14-2-1811. NetMetering-and-lntereonneetion-StandardsRepealed
R14-2-1812. CemplianceReportsRepealed

R14-2-1813. ImplementationPlansRepealed

R14-2-1814.  Eleetrie Power CooperativesRepealed

R14-2-1815. EnforcementandPenaltiesRepealed

R14-2-1816.  Waiverfrom-the-Provisions-efthis-AstieleRepealed

Appendix A. Sample-TFarifRepealed
ARTICLE 23. NET METERING

Section
R14-2-2302.  Definitions
R14-2-2307.  Net Metering Tarifl

ARTICLE 24. ELEGTRIG-ENERGY-EFFIGIENGY-STANDARDSREPEALED

Section

R14-2-2401. BefinitionsRepealed

R14-2-2402.  ApplicabilityRepealed

R14-2-2403. Geals-and ObjeetivesRepealed
R14-2-2404.  Energy-Effieieney-StandardsRepealed
R14-2-2405.  hmplementation-PlansRepealed
R14-2-2406. BSM—’Fafiﬁ‘sRepcalcd

R14-2-2407.
R14-2-2408. Pﬂﬁ&y—aﬁd—hquﬁl{ep ealed
R14-2-2409. RepertinsReguirementsRepealed

R14-2-2410. EestReeoveryRepealed
R14-2-2411.  Performance-tncentivesRepealed

R14-2-2412.  Cest-EffeetivenessRepealed

R14-2-2413.  Baseline EstimationRepealed

R14-2-2414.  EgelNeutralityRepealed

R14-2-2415. MentterinsEvaluationand ResearehRepealed
R14-2-2416.  Pregram-Administration-and-ImplementationRepealed
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R14-2-2417.  Eevering-and-CooperationRepealed
R14-2-2418.  Comphanee by Eleetric Distribution-CoeperativesRepealed
R14-2-2419.  Waiver from-the Provisions-ef this ArtieleRepealed
ARTICLE 25. GAS-UTHLIT-ENERGY-EFFICIENCY-STANDARDSREPEALED
Section
R14-2-2501. PefinitiensRepealed
R14-2-2502.  ApplicabilityRepealed
R14-2-2503. Gesalsand-ObjeetivesRepealed
R14-2-2504.  EnerpyEfficieney-StandardsRepealed
R14-2-2505. ImplementationPlansRepealed
R14-2-2506. BSM—'F&fﬁsRepea]ed
R14-2-2507. 0 Review-and- ams Repealed
R14-2-2508. P&Ft%y—ﬂﬁd—EﬂttﬂyRchalc
R14-2-2509.  Reperting ReguirementsRepealed
R14-2-2510. EestReeoveryRepealed
R14-2-2511.  Revenue-DeeouplingRepealed
R14-2-2512.  Cest-EffeetrvenessRepealed
R14-2-2513.  Baseline EstimattonRepealed
R14-2-2514.  FuelNeutralityRepealed
R14-2-2515. MenitertngEvaluationand ResearchRepealed
R14-2-2516. Presram-Administration-and lmplementationRepealed
R14-2-2517.  Levering-and-CoeperationRepealed
R14-2-2518. Cemplianece-by-Gas-Distribution-CeeperativesRepealed
R14-2-2519. Gemph&fre&by—Prep&ﬂeGempameschcalc
R14-2-2520. leRepealed
ARTICLE 27. ENERGY RULES
Section
R14-2-2701.  Definitions
R14-2-2702.  Applicability
R14-2-2703. Renewable Energy Resources
R14-2-2704.  Clean Energy Implementation Plan
R14-2-2705. Development of Proposed Load Forecast and Needs Assessment
R14-2-2706. Load Forecast and Needs Assessment Approval
R14-2-2707.  All Source Reguest for Information
R14-2-2708.  ASRFI Process: Resource Plan Approval
R14-2-2709.  Implementation of Action Plan
R14-2-2710.  Electric Utility Annual Reporting Requirements
R14-2-2711.  Electric Energy Efficiency
R14-2-2712.  Gas Energy Efficiency
R14-2-2713.  Energy Storage System Tariff
R14-2-2714.  Independent Monitor Selection and Responsibilities
R14-2-2715.  Confidential Information
R14-2-2716.  Waivers and Exemptions
R14-2-2717.  Cooperatives
R14-2-2718.  Cost Recovery and Prudency
ARTICLE 7. RESOURGERLANNING-ANDPROGUREMENTREPEALED

R14-2-701.

BefinitionsRepealed
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R14-2-702. AppheabilityrRepealed
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ARTICLE 16. RETAIL ELECTRIC COMPETITION
R14-2-1618. EnvirenmentalPortolio-Standard
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ARTICLE 18. RENEWABLE-ENERGY-STANDARD-AND-TARIFFREPEALED
DefinitionsRepealed

R14-2-1801.
* SA LAt

R14-2-1802. Eligible RepewableEnergy-ResoureesRepealed
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R14-2-1803. RenewableEnergy-CreditsRepealed

R14-2-1804. AnnuslRenewableEnergyRequirementRepealed

R14-2-1805. Bi

Bistributed Renevable KnergrReguirementRepealed
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R14-2-1806. Extra-CreditMultipliersRepealed

R14-2-1807. ManufaetoringPartial-CreditRepealed
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R14-2-1808. FariffRepealed

R14-2-1810. Uniferm-CreditPurehaseProgramRepealed
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R14-2-1813. ImplementationPlansRepealed
Az Besinnine ¢ 2007 and-every-July thereatter, each Attected

R14-2-1814. Eleetrie Power-CooperativesRepealed
A Within60-d e hsoffestivad it fos. f S, toctod Utilitv-shall- fle-with Docket-C !
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ARTICLE 23. NET METERING

R14-2-2302. Definitions
For purposes of this Article, the following definitions apply unless the context requires otherwise:

1.
2.

Lrdoilimhnin f

L5
12.

13.

No change
No change
a. Nochange
b. No change
c. Nochange
d. No change

i.  No change
il.  No change
iii. No change

No change
No change
No change
No change
No change
No change

B o

SRR

i.  Nochange
ii. No change
ili. No change
iv. No change

k.  No change

i.  Nochange
ii. No change
iii. No change

1. No change

i.  Nochange
il.  Nochange
iii. No change
iv. No change

No change

No change
No change
No change
No change
No change
No change
No change
No change

FRoope o

i.  No change
ii. No change
iii. No change

No change
No change
No change
No change
No change
No change
No change
No change

“Net Metering Customer™ means any Arizona Customer who:

a. eheeses-Chooses to take electric service in the manner described in the definition of Net Metering in subsection (11), and
b. Is a Customer of an Electric Utility underthe that has a Net Metering tariff for which the Customer is eligible-as-deseribed

H-RI4-2-2307.

No change

a. No change
b. Nochange
¢. Nochange
d. No change
e. No change
No change

a. No change
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b. Nochange
¢. Nochange
d. No change
e. No change
f.  Nochange

15. 1\.10 change

16. No change
R14-2-2307. Net Metering Tariff

-

BA. Ifan Electric Utility has a Net Metering tariff, the The-Net Metering tariff shall specify standard rates for annual purchases of remain-
ing credits from Net Metering Facilities and may specify total utility capacity limits. If total utility capacity limits are included in the
tariff, such limits must be fully justified.

€B. Electric utilities may include seasonally and time of day differentiated Avoided Cost rates for purchases from Net Metering Custom-
ers, to the extent that Avoided Costs vary by season and time of day.

ARTICLE 24. ELECTRIG-ENERGY-EFFICIENCY-STANDARDSREPEALED

R14-2-2401. DefinitionsRepealed
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Table 1. Energy-Eficienpey-StandardRepealed
CALENBARYEAR

Table 2. Husteative Example-of- Caleulnting Required-Energy-SavinesRepealed

CALENDARYEAR A B €
Hondn EEFHCHENCY ENERGY-
STANDARD SAVINGS

Table 3. Ereditfor Pre-Rules Energy-SavingsRepealed

CALENDARYEAR A B
SAVINGS APPLIED INEACH YEAR SF THE CREDI B TUE
P £ theTotal_Efigible_Pre-Rules | PRE-RULES ENERGYSAVINGS—IN—2016
Cumulative-Annual-Energy-Savines-That-Shall | 2020
- . - 1ot e
PI ) E 8 &
Credited-by-the End-of Each-Year)
2046 F5% F5%
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R14-2-2406. PsM-FariffsRepealed

i

R14-2-2408. Parity-and-EquityRepealed
bttt b p-i-propos

R14-2-2409. ReportingRequirementsRepealed
Az 6 st b kv s 6
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R14-2-2410. €CestReeoveryRepealed

TE PP

o

R14-2-2411. Peffeﬁma-neel—neenthﬁesllcpealed

R14-2-2412. Gest—effeem*enessRepealed
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R14-2-2414. F—ue]—Neutre-ht—yRepealed

R14-2-2418. Gemph&nee—bﬁ*—Eleetﬂe—Bﬁﬂqbutwn-GoepeﬂﬂwsRe ealed

R14-2-2419. W&W[{cgcaled

ARTICLE 25. GAS-UTLITY-ENERGY-EFFICIENGCY-STANDARDSR EPEALE
R14-2-2501. DefinitionsRepealed
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Table 1. EnergyvEfieienesStandard Repealed
{Cumulative-Annual-Energy-Savings-by-the End-of Each-Calendar Year-as-a-
2 e ; 7+ the Prios. Cal
204 0505,
2042 120%
2043 180%
2044 2405
2016 3.60%
2017 Ay
2018 4-80%
26 S:40%
2020 6005
Table 2. Hiusteative Example-of- Calenlating Required-Energy-SavingsRepealed
CAEENDARYEAR A B ) €
RETAIL SALES ENERGY EEEICIENGY REQUIRED-CUMULATIVE
(therms) STANDARD ENERGY SAVINGS
2040 +06:006:000 L)
204
2042
2043
2044
2045
2016
2017
2018
2019
2020
& A s
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R14-2-2509. ReportingRequirementsRepealed
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R14-2-2513. Baseline EstimationRepealed

R14-2-2514. FuelMNeuntralityRepealed
A= Ratepaver-funded-DSM-sha ev
B:' A8 Y 'G-'-"E C

R14-2-2516. Pregram-Administration-andtmplementationRepealed

R14-2-2518. Ceomplianee-by-GasDistribution-CeoperativesRepealed
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R14-2-2519. ; iesRepealed
A PHOPE ofpany atis-an-atected ublity - oYW

R14-2-2701. Definitions
In this Article, unless otherwise specified:

1. “Action Plan™ means the first five years of a Load-Serving Entity's Commission approved Resource Portfolio.

2. “Affiliated” means related through ownership of voting securities, through contract. or otherwise in such a manner that one
entity directly or indirectly controls another. is directly or indirectly controlled by another, or is under direct or indirect common
control with another entity.

3. “Agpregation” means the operation of two or more Distributed Storage systems under a Tariff established pursuant to R14-2-
2713,

4. “Aggregator” means any person other than an Electric Utility that coordinates the operation of two or more Distributed Storage
systems under a Tariff pursuant to R14-2-2713.

5. “All-Source Request for Information” or *ASRFI” means a process wherein a Utility solicits information from market partici-
pants to address the Utility’s resource and Reliability needs.

6. “All-Source Request for Proposals™ or “All-Source RFP” means a process wherein the Utility solicits open all-source bids from
market participants to address the Utility’s resource and Reliability needs.

7. “Approval” means Commission authorization to take an action or implement a plan, but is not a determination that the action to
be taken or the implementation of a plan is prudent for the purposes of ratemaking or cost recovery.

8. “"Baseline Carbon Emissions Level” means a Utility’s annual gross Carbon Emissions directly associated with energy produced
trom all Generating Units used to serve its kWh sales, expressed in metric tons.

9. “Benchmark™ means to calibrate against a known set of values or standards.

10. “Btu” means British thermal unit.

11. “Capacity” means the nameplate rating of a Generating Unit.

12. *“Capacity Factor” means the ratio of power produced by a Generating Unit in a given period of time compared to the maximum
amount it could generate in the same period of time without interruption.

13, “Carbon Emissions™ means carbon emissions resulting from the combustion of fossil fuels. such as coal. petroleum, natural gas,
oil, shale, and bitumen. in a Generating Unit, expressed in metric tons.

14. “Clean Energy™ means energy produced by a Clean Energy Resource.

15. “Clean Energy Implementation Plan” means an Electric Utility’s plan, filed with the Commission, for meeting the goals and
standards of this Article.

16. “Clean Energy Resource” means a technology that operates with zero net emissions bevond that of steam including:

A Renewable Energy Resource:

A Demand-Side Resource; or

A Nuclear Power Generator that produces energy using nuclear fusion or fission and any reactor type approved by the
United States Nuclear Regulatory Commission.

“Coincident Peak” means the maximum aggregate sum of system demand within a specific time period.

e =

(ane
]

18. “Commission” means the Arizona Corporation Commission.
19. “Conventional Energy Resource” means a Generating Unit that is not a Clean Energy Resource.
20. “Cooperative” means a Utility that is:
a. Not operated for profit; and
b. Owned and controlled by its members.
21, “Cost-Effective” means “prudently invested.” as defined by R14-2-103(A)(3)(1) and determined in a rate case under A.A.C.
R14-2-103.
22. “Customer” means the individual or entity in whose name service is rendered to a single contiguous field. location. or facility.
23. “Customer Class” means a subset of Customers categorized according to similar characteristics. such as:
a.  Amount of energy consumed;
b. Amount of demand placed on the energy supply system at the system peak;
c. Hourly, daily. or monthly load pattern:
3214 Vol. 26, Issue 51 | Published by the Arizona Secretary of State | December 18, 2020

DECISION NO.



DOCKET NO. RU-00000A-18-0284

by

Arizona Administrative REGISTER Notices of Proposed Rulemaking _{__

d. Primary type of activity engaged in by the Customer, such as residential. commercial. industrial, agricultural, or govern-
mental; or
e. A specific geographical location,

24. “Decommission” means to safely and economically remove a Generating Unit from service.

25. “Demand Response” means modification of Customers’ energy consumption patterns. affecting the timing or quantity of Cus-
tomer demand and usage. achieved through intentional actions taken by a Utility or the Customer.

26. “Demand-Side Management” or “DSM” means the beneficial reduction in the Total Cost of meeting energy service needs by
reducing or shifting the time of energy usage.

27. “Demand-Side Resource” means any DSM Measure, DSM Program, Demand Response-based mechanism, Energy Efficiency-
based mechanism. or L oad Management-based mechanism.

28. “Dispatchable Resource™ means an electric power system resource for which power output supplied to the electric grid can be

turned on and off or otherwise adjusted on demand.

29. “Distributed Generation™ means any type of electrical Generating Unit. including all inverter(s) and protective. safety. and asso-
ciated equipment necessary to produce electric power, that is located on the Distribution System or any subsystem of the Distri-
bllti()]'l System., or behind thc Customer meter.

tribution System, or behind the Customer meter.
31. “Distribution System™ means the infrastructure constructed, maintained. and operated by a Utility to deliver service at the distri-

bution level (69 kV or less) to its Customers.
32, “DSM Measure” means any material, device, technology. educational program, pricing option, practice, or facility alteration
designed to result in reduced peak demand, increased Energy Efficiency. or shifting of energy consumption to off-peak periods.
33. “DSM Program”™ means a Utility program provided as part of a single offering to its Customers and designed to implement:
One or more DSM Measures;
Demand Response; or

Energy Efficiency.
34, “Electnc Utility” means a public service corporation under Arizona Constitution, Article 15, § 2. providing electric service to

the public in Arizona.
35. “Emergency” means an unforeseen and unforeseeable condition that:

=

a. Does not arise from a Utility’s failure to engage in Good Utility Practice;
b. Is temporary in nature: and
¢. Threatens Reliability or poses another significant risk to the system.

“End Use” means the final application of energy, for activities such as. but not limited to. heating. cooling, running an appliance
or motor, an industrial process, or lighting,

37. “Energy Efficiency” means the production or delivery of an equivalent level and quality of End Use electric or Gas service using
less energy. or the conservation of energy by a Customer.

38. “Energy Efficiency Report” means a Utility’s plan to implement Demand-Side Resources.

39. “Energyv Losses™ means the quantity of energy generated or purchased that is not available for sale for End Use, for resale. or for
use by a Utility.

40. “Energy Storage System' means equipment capable of storing generated energy and providing a means to discharge that energy
at a later time.

41. “Environmental Benefits” means any avoided costs for compliance with regulatory requirements for, and any reduced adverse
impacts to the environment from mitigating or eliminating acts such as:

Water use and water contamination:

Storage and disposal of solid waste:

Burning fossil fuels; and

Producing fuels and energy.

42. “Federal Poverty Level” means the U.S. federal poverty guideline for the pertinent household size published annually in the Fed-
eral Register by the U.S. Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evalua-
tion. and available at https://aspe.hhs.gov/poverty-guidelines.

43. *“(Gas” means either natural gas or propane.

44, “Gas Utility” means a public service corporation under Arizona Constitution, Article 15, § 2, providing Gas services to the pub-
lic in Arizona and classified as Class A according to R14-2-103(A}3)(q).

45. “Generating Unit” means a specific device or set of devices that converts one form of energy. such as mechanical. thermal. or
chemical energy, into electricity. excluding energy conversion related to an Energy Storage System.

46. “Good Utility Practice” means any of the practices. methods. and acts engaged in or approved by a significant portion of the
energy industry during the relevant time period. or any of the practices. methods. and acts that, in the exercise of reasonable
judement in light of the facts known at the time the decision was made, could have been expected to accomplish the desired
result at a reasonable cost consistent with Reliability, safety, efficiency, and expedition. Good Utility Practice is not intended to
be limited to the optimal practice, method, or act to the exclusion of all others, but rather to include practices, methods, or acts
generally accepted in the region at the relevant time.

47. “Heat Rate” means a measure of Generating Unit thermal efficiency expressed in Btu per net kWh and computed by dividing the
total Btu content of fuel used for electric generation by the total kWh of energy generated.

48. “Impacted Communities” means cities, towns. counties. communities, tribes. census designated areas. and non-incorporated
geographic areas that will be negatively affected. financially or socially. by the closure of Conventional Energy Resources or
mining facilities. located in or near their jurisdictions, that have been a source of economic income and employment.

(=l =
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49, “Incremental Benefits” means amounts saved by a Utility through avoiding costs for fuel. purchased power, new Capacity, trans-
mission, distribution. and other cost items necessary to provide electric service or Gas service, as applicable. along with Envi-
ronmental Benefits.

50. “Independent Monitor” means a Person that is not Affiliated with a Utility and that is selected to oversee the conduct of a com-

petitive procurement process.
51. “Integrated Resource Plan” or “IRP” means a Load-Serving Entity’s plan to meet forecasted annual peak and energy demand

through a combination of Supply-Side and Demand-Side Resources in accordance with this Article and applicable laws and reg-
ulations that constrain resource selection.

52. “Interruptible Service” means power made available under an agreement that permits curtailment or cessation of delivery by the
supplier.

53. “In-Service Date™ means the date a resource becomes available for use by a Utility.

54. “Kilowatt-hour” or “kWh™ means the electric energy equivalent to the amount of electric energy delivered in one hour when
delivery is at a constant rate of one kilowatt.

55. “Limited-Income Customer” means:

a. A residential Customer with annual household income at or below 250 percent of the Federal Poverty Level: or
b. A residential Customer with annual household income at or below a percentage of the Federal Poverty Level higher than
250 percent, as established by an Electric Utility in a Commission-approved Tariff.

56. “Load Forecast” means an estimate or projection of a Utility’s electric loads and the factors that affect those loads, designed to
determine. as accurately as possible. the Utility’s future demand for energy and Capacity.

57. “Load Management” means actions taken or sponsored by a Utility to reduce peak demands or improve system operating effi-
ciency, such as:

a. Utilizing an Energy Storage System:
b. Educational campaigns fo encourage Customers to shift loads: or
¢. Direct control by the Utility of Customer demands through Interruptible Service.

58. “Load-Serving Cooperative™ means a Load-Serving Entitv that is a Cooperative.

59. *“Load-Serving Entity” means an Electric Utility that is not a distribution cooperative and that provides energy generation service
and operates or owns. in whole or in part. a Generating Unit or Generating Units with aggregate Capacity of at least 50 mega-
watts.

60. “Maintenance” means the repair of generation, transmission, distribution, administrative, and general facilities; replacement of
minor items; and installation of materials to preserve the efficiency and working condition of facilities.

61. “Operate” means to manage or otherwise be responsible for the production of energy by a Generating Unit, whether that Gener-
ating Unit is owned by the operator, in whole or in part, or by another Person.

62. “Person” means an individual, partnership. corporation. limited liability company, governmental agency, or other organization
operating as a single entity.

63. “Production Cost” means the variable operating costs and Maintenance costs of producing energy through generation plus the
cost of purchases of power sufficient to meet a Utility’s demand.

64. “Reliability” means a measure of the ability of a Load-Serving Entity’s generation. transmission. or Distribution System to pro-
vide power without failures, reflecting the portion of time that a svstem is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

65. “Renewable Energy" means energy produced by a Renewable Energy Resource.

66. “Renewable Energy Resource™ means a source of energy conforming to R14-2-2703.

67. “Request for Proposals™ or “RFP” means to solicit proposals through a bidding process.

68. “Reserve Requirements™ means the Capacity that a Load-Serving Entity must maintain in excess of its peak load to provide for
scheduled Maintenance, forced outages. unforeseen loads. Emergencies. system operating requirements. and any agreement to
provide backup Capacity to another Load-Serving Entity.

69, “Resource Planning Advisory Council” or “RPAC"” means the group of interested Persons formed by a Load-Serving Entity as

required by R14-2-2705(A)(2). unless the Load-Serving Entity is a Load-Serving Cooperative, in which case “Resource Plan-

ning Advisory Council” or “RPAC”™ means the Load-Serving Cooperative’s Board of Directors.

70. “Resource Portfolio” means the combination of selected Supply-Side Resources and Demand-Side Resources to be used over a
forecasted 15-year period to meet electric demand in a safe. reliable. and efficient manner, taking into consideration the factors

set forth in R14-2-2708(C) and (D).

71. “Spinning Reserve” means the Capacity a Load-Serving Entity must maintain connected to the system and ready to deliver
power promptly in the event of an unexpected loss of generation source. expressed as a percentage of peak load, a percentage of
the production Capacity of the largest Generating Unit. or in fixed megawatts.

72. “Staff” means individuals working for the Commission. whether as employees or through contract.

73. “Supply-Side Resource™ means a resource that provides a supply of energy. Capacity. or grid services to a Utility.

74. “Tariff” means a document setting forth requirements related to an Electric Utility’s service, such as rates and charges, other
terms and conditions of service, available program offerings, or any combination of these that have been approved by the Com-
mission.

75. “Total Cost” means all capital. operating, Maintenance. fuel. and Decommissioning costs, plus the costs associated with mitigat-
ing any adverse environmental effects in the provision or conservation of electric energy.

76. “Utility” means an Electrie Utility or Gas Utility.

R14-2-2702. Applicability

This Article applies to each Utility that has more than half of its Customers located in Arizona.

R14-2-2703. Renewable Energy Resources
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A. The following are Renewable Energy Resources:
1. A Biogas Electric Generator, which produces energy using as fuel Gas derived from any of the following and produces zero net
life-cycle Carbon Emissions:

a. Plant-derived organic matter;
b. Animal waste;
c. A wastewater treatment facility using anaerobic digestion;
d. An oxidation process: and
¢. Another gasification process that produces energy:
2. A Biopower Electric Generator, which uses as fuel any of the following raw or processed plant-derived organic matter available
on a renewable basis and that has zero net life-cycle Carbon Emissions:
a.  Agricultural food and feed crops;
b. Agricultural crop wastes and residues:
¢.  Wood wastes and residues. including landscape waste, right-of-way tree trimmings. or small diameter forest thinnings that
are 12" in diameter or less:
d. Dead and downed forest products;
e.  Agquatic plants;
f.  Animal wastes;
g.  Vegetative waste materials:
h. Non-hazardous plant matter waste material that is segregated from other waste:
i.  Forest-related resources, such as harvesting and mill residue. pre-commercial thinnings, slash, and brush:
J.  Miscellaneous waste. such as waste pellets, crates. and dunnage: and
k. Recycled paper fibers that are no longer suitable for recycled paper production:
3. A Geothermal Generator, which uses heat from within the earth’s surface to produce energy:
4. A Hydropower Facility, which generates energy using:
a. A low-head. micro hvdro run-of-the-river system that does not require any new damming of the flow of the stream:
b. An existing dam without requiring a new dam. diversion structures. or a change in water flow that will adversely impact
fish, wildlife, or water quality;
¢. A new dam without adversely impacting fish, wildlife. or water quality; or
d. Canals or other irrigation systems;
5. A Landfill Gas Generator, which produces energy using pipeline-quality methane gas obtained from landfills:
6. Solar Energy Resources. which use sunlight or solar heat to produce energy with either photovoltaic devices or solar thermal

electric devices: and
7. A Wind Generator, which produces energy using a mechanical device that is driven by wind.
B. Upon application, or upon its own initiative, the Commission may determine, by order, that an additional technology is a Renewable
Energy Resource if the technology uses naturally replenishing materials or processes to produce energy and has Environmental Ben-
efits.

14 2-2704. Clean Energy Implementation Plan
An Electric Utility shall, by April 1 every third vear, beginning April 1. 2023, file with the Commission. for Approval. a Clean

Energy Implementation Plan describing how the Electric Utility intends to comply with this Article.

B. Through its Clean Energy Implementation Plan, an Electric Utility shall achieve the following:

1. By January 1. 2030, a Load-Serving Entity’s resource portfolio shall include a Demand-Side Resource Capacity equal to at least
35% of the Load-Serving Entity’s 2020 peak demand;

2. For each three-year planning period. Utilities shall propose DSM programs that include traditional Energy Efficiency, Demand
Response. and other programs that focus on reducing overall energy usage. peak demand management, and load shifting. in

accordance with the following:
Utility performance shall be based on both megawatt-hour energy savings and megawatt Capacity reductions;

Utilities must average at least 1.3% annual Energy Efficiency measured by megawatt-hour savings over the three-year plan-
ning period, without carrving over energy savings credits from programs implemented before January 1, 2021

The portfolio of DSM measures must include rate-enabled, load-shifting technologies. including Demand Response. that
provide Customer bill savings and clean energy benefits; and

Utilities shall propose programs and expected peak load reductions in their filings for review and Approval by the Commis-
slan,

= &

&2

3. By December 31, 2035, the installation of Energy Storage Systems with an ageregate Capacity equal to at least 5% of the Elec-
tric Utility’s 2020 peak demand. of which at least 40% shall be derived from Customer-owned or Customer-leased Distributed
Storage; and

4. A 100% reduction in Carbon Emissions below its Baseline Carbon Emissions Level with the following corresponding interim
standards:

Year R ion fr aseline Carbon Emissions Level
Hanuary 1, 2032 AL least S0

Hanuary 1. 2040 At Teast 75%

Hanuary 1. 2050 100%

C. An Electric Utility shall include in its Clean Energy Implementation Plan, at minimum, the following information:
1.  An Executive Summary of'its Clean Energy Implementation Plan:
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A summary of actions to be taken for the next three calendar years to meet the requirements of subsection (B). including:
Projected monthly Coincident Peak demand and energy consumption, disageregated by Customer Class:

A schedule of each Renewable Energy Resource and Clean Energy Resource to be added;

For each Renewable Energy Resource and Clean Energy Resource:

The technology type:

A description of the kW and kWh to be obtained:
Whether the resource is used to meet subsection B(3):

The estimated Total Cost per kWh and per year: and
A description of the method by which each resource is to be obtained, such as self-build, Customer installation, or
RFP; and

A schedule for the retirement of each Generating Unit that produces Carbon Emissions:
0r the previous three calendar years:
Monthly Coincident Peak demand and energy consumption. disaggregated by Customer Class:
The monthly kWh sales from Clean Enerey Resources. disaggregated by Clean Energy Resource and Customer Class:
Total kWh obtained from Clean Energy Resources and Renewable Energy Resources, disagerecated by technology type:
Total kWh obtained to meet subsection (B)(3):

Total kW of generation Capacity, disaggregated by technology type:
Total Costs per kWh to serve retail load and cents per kW of generating Capacity. disaggregated by technology tvpe:

A description of the Electric Utilitv’s competitive procedures for choosing Clean Energy Resources, including justification

concerning how those competitive procedures are fair and unbiased and how they have been appropriately applied:

h. Total Carbon Emissions, disaggregated: and

i Total Carbon Emission reductions from Baseline Carbon Emissions Level;

A summary of each program developed by the Electric Utility to encourage Customer adoption of an Energy Storage System

that is paired with Distributed Generation installed on the Customer’s premise; and

5. An Energy Efficiency Report. in accordance with R14-2-2711. with a description of each Demand-Side Resource used toward
the Electric Utility’s Clean Energy Implementation Plan or. if no Demand-Side Resource was used. an explanation why no
Demand-Side Resource was used.

In its Clean Energy Implementation Plan, an Electric Utility shall demonstrate its ability to deliver energy from Clean Energy

Resources and Renewable Energy Resources to its Customers by providing documentation of:

1. The transmission rights to deliver energy from Clean Energy Resources or Renewable Energy Resources to the Electric Utility’s
system, if applicable:

2. A control area operator scheduling the energy from Clean Energy Resources or Renewable Energy Resources for delivery to the

Electric Utility’s system. if applicable: or

For an Energy Storage System used to meet subsection (B)(3

Storage System.

An Electric Utility’s Baseline Carbon Emissions Level shall be the average annual metric tons of Carbon Emissions from all Generat-

ing Units used to meet the Eleetric Utility’s retail kWh sales. during the consecutive three-calendar-year period of 2016 to 2018.

Within 210 days after the effective date of this Article, an Electric Utility shall provide to the Commission for review its proposed

Baseline Carbon Emissions Level and verification from an independent third-party that the Carbon Emissions identified in its Base-

line Carbon Emissions Level are accurate, along with any supplemental information and work papers used to make that determina-

tion.

An interested Person shall file with the Commission, within 60 days after an Electric Utility provides to the Commission its Baseline

Carbon Emissions Level under subsection (F). any objection to the proposed Baseline Carbon Emissions Level.

After receiving an objection. or on its own initiative. the Commission may engage in a process to determine and approve the Baseline

Carbon Emissions Level for an Electric Utility.
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If no interested Perqon objects to the Electric Utility’s Basehne Carbon Emissions Le\ el and the Comm]ssmn does not eqhbhqh a
d d he Baseline Carbon E Level fi

ity’s Baseline Carbon Emissions Level shall become effective 120 days after it is filed with the Commission as required by subsection
(G).

An Electric Utilitv shall consult with Staff regarding the identity of oreanizations or consultants that could serve as an independent
third-party to verify that an Electric Utility’s identified Carbon Emissions are accurate.

Staff shall issue a notice identifying each organization or consultant that could serve as an independent third-party to verify an Elec-
tric Utility’s identified Carbon Emissions.

Within 10 days after retaining an independent third-party to verify its identified Carbon Emissions. an Electric Utility shall file with
the Commission a written notice of such retention.

If an Electric Utility’s Clean Energy Implementation Plan does not contain sufficient information to allow Staff to analyze the sub-
mission fully for compliance with this Article, Staft shall request additional information from the Eleetrie Utility, which may include
the data used in the Electric Utility's analyses, and shall request an order from the Commission that the Electric utility shall fund an
independent consultant to be selected by Staff to assist in Staff’s analysis of the Clean Energy Implementation Plan.

Staff shall, within 120 days after the Clean Energv Implementation Plan is filed, file a memorandum and proposed order for the Com-
mission’s consideration.

Within 60 days after the memorandum and proposed order is filed by Staff. the Commission shall consider the proposed order at an
open meeting.

4-2-2705. Development of Proposed Load Forecast and Needs Assessment

A

32

To develop a Load Forecast and Needs Assessment, a Load-Serving Entity shall:
1. Prepare at least five alternative 15-year Load Forecasts and Needs Assessments, which shall include:
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A Load Forecast and Needs Assessment showing the load growth expected by the Load-Serving Entity based on available
data.
A Load Forecast and Needs Assessment showing the load growth expected by the RPAC based on available data
A Load Forecast and Needs Assessment showing no load growth,
A Load Forecast and Needs Assessment showing lower than expected load growth, and
¢. A Load Forecast and Needs Assessment showing higher than expected load growth:

o facilitate stakeholder participation throughout the resource planning process. form an RPAC. in compliance with subsection
IB]'
Supply the RPAC all data and information used by the Load-Serving Entity in the development of its [.oad Forecast and Needs
Assessment., which shall include, but not be limited to. modeling assumptions, outputs. and methodologies used;

Respond to data requests from RPAC members pursuant to the requirements of A.A.C. R14-3-101 and specific Commission
orders regarding discovery;

Meet with the RPAC in a workshop environment to obtain input on the validity of cach alternative Load Forecast and Needs
Assessment and recommendations for the Load Forecast and Needs Assessment to be proposed to the Commission: and

After good faith consideration of the input and recommendations received from the RPAC, refine the Load Forecast and Needs
Assessment.

In forming an RPAC, a Load-Serving Entity shall ensure that the RPAC includes a diverse range of interested Persons, including but
not limited to:

Representatives from public interest groups,

A consumer advocate or advocacy group.

An advocate or advocacy group representing Limited-Income Customers,

A member of the public at large.

A representative of each Customer Class served by the Load-Serving Entity.

An environmental advocate. and

A representative from each of the following industries:

Renewable Energy.

Energy Efficiency or DSM.

Energy storage. and
Electric vehicles.
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R14-2-2706. Load Forecast and N nt Approva

A. A Load-Serving Entity shall, by August 1 of every third year. beginning with August 1, 2021, file with the Commission, in a new
docket, a request for Approval of Load Forecast and Needs Assessment, which shall include the refined Load Forecast and Needs

Assessment created under R14-2-2705 and all of the data and information used to develop the refined Load Forecast and Needs

Assessment. including but not limited to the modeling assumptions. outputs. and methodologies used.

Staff shall, within 90 days after the request for Approval is filed:

1. Analyze the Load Forecast and Needs Assessment,

2. Schedule at least one Commission workshop at which input regarding the Load Forecast and Needs Assessment can be provided
by interested Persons,

%

3.  Provide the public notice of each Commission workshop at least through a filing in the docket and posting on the Commission’s
website. and
4, Accept input regarding the Load Forecast and Needs Assessment at least through one Commission workshop and written com-
ments.
C. Within 30 days afier the final Commission workshop. Staff shall file a memorandum and proposed order recommending a Load Fore-
cast and Needs Assessment to be used for the Load-Serving Entity.
D. Within 30 days after the memorandum and proposed order is filed, the Commission shall consider the proposed order at an open
meeting.
E. The Commission shall issue a decision approving a Load Forecast and Needs Assessment to be used in the Load-Serving Entity’s

ASRFIL. In this decision, the Commission may state the minimum amount of load that shall be served through Cost-Effective Energy
Efficiency and may state the minimum amount of load that shall be served through Clean Energy. Renewable Energy, Distributed
Generation, Distributed Storage, and Cost-Effective Demand-Side Resources.

R14-2-2707. All Source Request for Information

After its Load Forecast and Needs Assessment are approved by the Commission. a Load-Serving Entity shall develop an ASRFIL,
which shall be:

1. Designed to obtain bids from numerous and diverse vendors of Supply-Side Resources and Demand-Side Resources that may be
able to meet all or any part of the Load-Serving Entity’s Load Forecast and Needs Assessment approved under R14-2-2706;

2. Designed to enable Demand-Side Resources and Supply-Side Resources to compete on equal footing and not limited to Dis-
patchable Resources:

>

3. Designed to meet the needs and system requirements developed in the approved Load Forecast and Needs Assessment as safely
and reliably as possible. while prioritizing the factors set forth under R14-2-2708(C);

4. Technology neutral;

5. Fuel neutral;

6. Location neutral. except for compliance with R14-2-2708(C):

7.  Size neutral;

8.  Vendor neutral; and

9. Designed to provide notice to bidders that RPAC members will be able to review the bids resulting from the ASRFI.
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B. After developing draft language for its ASRFI. a Load-Serving Entity shall:
1.  Provide copies of the draft ASRFI language to the RPAC members:
2. Meet with the RPAC in a workshop environment to obtain input on the draft ASRFI language and recommendations for any

changes: and
3. After good faith consideration of the input and recommendations received from the RPAC, refine the ASRFI language.

C. A Load-Serving Entity shall file the refined ASRFI language. created under subsection (B)(3). with the Commission.

D. Within 30 days after a Load-Serving Entity files its refined ASRFI language. Staff shall file a notice that the refined ASRFI language
is either in compliance with subsection (A) or is deficient. If the refined ASRFI language does not comply with subsection (A). Staff
and the Load-Serving Entity shall attempt in good faith to reach agreement on refined ASRFI language that complies with subseetion
(A).

E. IfStaff and the Load-Serving Entity are unable to reach agreement on the Load-Serving Entity’s refined ASRFI language, the follow-
ing shall occur:

1.  Staff shall. within 60 days after receiving the Load-Serving Entity’s refined ASRFI language. file a Memorandum and Proposed

Order recommending ASRFI language that complies with subsection (A) to be used by the Load-Serving Entity;
Within 30 days after the Memorandum and Proposed Order is filed, the Commission shall consider the Proposed Order at an
Open Meeting: and
3. The Commission shall issue a decision approving ASRFI language that complies with subsection (A) to be used by the Load-
Serving Entity.
E.  If Staft determines that the ASRFI language is in compliance with subsection (A). or if Staff and the Load-Serving Entity are able to
reach agreement on the ASRFI language’s compliance with subsection (A). but an RPAC member disagrees with the ASRFI lan-
guage, the RPAC member may, within five days after Staff files its notice of compliance, file a request for review of the ASRFI lan-
guage by the Commission. In a request for review of the ASRFI language, the RPAC member shall propose alternative ASRF]
language that complies with subsection (A).
If the Commission chooses to review ASRFI language pursuant to a request made under subsection (F). the Commission, within 435
days of the RPAC member’s filed request for review, shall:
1. Consider the Load-Serving Entity’s ASRFI language and the proposed alternative ASRFI language at an open meeting, and
2. Issue a decision approving ASRFI language that complies with subsection (A) to be used by the Load-Serving Entity.

2

1 Int " an A
A. A Load- Scrvmg Fntlty 5hall wnduct lts ASRF] process using the ASRFI language determined to be in compliance with this Article.
B.

or as otherwise ordered by the Commission.

After the ASRFI bid submission deadline has passed. a Load-Serving Entity shall:

1. Review and consider each bid submitted to satisfy all or any part of the Load-Serving Entity's approved Load Forecast and
Needs Assessment. taking into account the provisions of subsection (C);

2. Formulate a draft Integrated Resource Plan that includes a preferred Resource Portfolio and at least two alternative Resource

Portfolios, describing all of the energy resources the Load-Serving Entity believes should be used to meet its 15-year Load Fore-

cast and Needs Assessment. and provides any supplemental data and analyses used in justifying its choices; and

After developing a draft Integrated Resource Plan:

[

a. Provide copies of the drafi Integrated Resource Plan to the RPAC members:

b. Meet with the RPAC in a workshop environment to obtain input on the draft Integrated Resource Plan and recommenda-
tions for any changes: and

c. After good faith consideration of the input and recommendations received from the RPAC, refine the Integrated Resource

Plan.
C. When determining the resources to include in its refined Integrated Resource Plan, a Load-Serving Entity shall prioritize the follow-

Meeting the requirements of the Clean Energy Implementation Plan created under R14-2-2704:

Minimizing the cost of providing electric energy service to Customers through a combination of Supply-Side Resources and
Demand-Side Resources that will result in the lowest overall, lifetime costs to meet Customers’ energy needs safely and reliably:

and
3. Giving preferential treatment to Renewable and Clean Energy Resources sited or deploved in Impacted Communities.

D. In addition to the factors created in subsection (C). when determining the resources to include in its refined Integrated Resource Plan
to provide the lowest overall. lifetime costs to meet its L.oad Forecast and Needs Assessment safely and reliably, meet the Clean
Energy Implementation Plan set forth under R14-2-2704. and minimize the cost of providing electric energy service to Customers, a
Load-Serving Entity may also consider factors that have a reasonable nexus to ratemaking, such as, but not limited to, the following:

Improving system Reliability and resiliency:

Providing adequate service to customers;

Diversifying fuel supplies and technologies;
Stabilizing the electric power supply:

Decreasing peak demand:

Decreasing demand during hours when the price per kWh for Customers is highest:
Providing opportunities for additional savings:

Improving the economic utilization of new and existing resources;

Reducing the need to build new transmission to support the new resources;

Reducing the risk of losing transmission to natural disaster or other unanticipated events;
Improving the efficiency of the transmission grid:

[ I.—E
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Reducing the costs associated with complying with local. state, and federal regulations:
13. Improving grid security and the personal health and safety of patrons and employees:
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14. Meeting the demand for electricity in the least costly way to society:

15. Providing Environmental Benefits or reducing environmental impacts, such as, but not limited to. benefits and impacts regarding
air and water pollution, emissions, ground water and surface water pollution and consumption, recyclability of resources and of
resources’ respective parts and components, and the carbon footprint and environmental impacts and benefits of each resource's
full lifecycle and supply chain and of the full lifecycles and supply chains of each of the resource's respective parts and compo-
nents:;

16. Providing economic benefits or reducing negative economic impacts, such as. but not limited to. benefits and impacts related to
economic development. job creation or retention. customer growth or retention, location or jurisdiction of manufacture. location
or jurisdiction of the source of the resource’s respective parts and components, and the development of new technologies, inno-
vations. or pilot programs;

17. Minimizing the occurrence or appearance of anti-competitive behavior and self-dealing between Electric Utilities and Affiliated
interests;

18. Benefitting Impacted Communities; and

19. Serving the Public Interest.

E. A Load-Serving Entity shall, by August 1 of every third year, beginning with August 1. 2023, file with the Commission, in the docket

created for the [Load Forecast and Needs Assessment, the refined Integrated Resource Plan language created under subsection (B)(3).

The Load-Serving Entity shall include in its filing any additional data or analyses that it believes Staff or the Commission will find

useful in considering the Integrated Resource Plan and shall provide to Staff and the Commission any additional information

requested after the initial filing.
E.  Staff shall, within 90 days after the Integrated Resource Plan is filed:
Analyze the Integrated Resource Plan, prioritizing the factors set forth in subsection (C):

2=

Schedule at least one Commission workshop at which input regarding the Integrated Resource Plan can be provided by inter-
ested Persons;
3. Provide the public notice of each Commission workshop at least through a filing in the docket and posting on the Commission’s

website: and
4,  Accept input regarding the Integrated Resource Plan through at least through one Commission workshop and written comments.
G. Within 30 days after the final Commission workshop, Staff shall file a memorandum and proposed order recommending a Resource

Portfolio for use by the [oad-Serving Entity, which shall either:

Recommend a Resource Portfolio that prioritizes the factors set forth in subsection (C); or

If the memorandum and proposed order does not recommend a Resource Portfolio that prioritizes the factors set forth in subsec-

tion (C). then:

a.  Explain why the Memorandum and proposed order recommends a Resource Portfolio that does not prioritize the factors set
forth in subsection (C), and

b. Identify the factors set forth in subsection (D) that the recommended Resource Portfolio prioritizes instead.

H. Within 30 days after the Memorandum and proposed order is filed, the Commission shall consider the proposed order at an open
meeting.

L. The Commission shall issue a decision approving a Resource Portfolio to be implemented by the Load-Serving Entity.

J. Staff may hire one or more consultants. as necessary, to meet the obligation and timelines of R14-2-2704 through R14-2-2708. The
Commission may order the Load-Serving Entity to fund an independent consultant to be selected by Staff to assist in Staff"s analysis.

[l

A. A Load-Serving Entity shall implement the Action Plan approved for it by the Commission and. except as permitted by this Article.
utilize an All-Source RFP process to procure resources per the Commission approved Action Plan.

B. Aload-Serving Entity shall report the results of its All-Source REP process in an annual Procurement Activity Report.

C. A Load-Serving Entity shall include any request to update its Action Plan in its annual Procurement Activity Report.

D. Within 60 days after receiving a Load-Serving Entity's request to update its Action Plan. the Commission shall issue:

1. An order of Approval of the Load-Serving Entity’s request to update its Action Plan: or

2. An order denying the Load-Serving Entity’s request to update its Action Plan.

A Load-Serving Entity that determines. during the implementation period for its most recently approved Action Plan, that the Load-
Serving Entity will be unable to implement any portion of the Action Plan due to circumstances beyond the Load-Serving Entity’s

control, shall file with the Commission, in a new docket. notification of the circumstances preventing implementation along with any

appropriate request for extension or waiver under R14-2-2716.

R14-2-2710. Electrie Utility Annual Reperting Requirements
A. An Electric Utility shall, by January 31 of each vear. beginning on January 31, 2022, file with the Commission a report that describes

its compliance with subsection R14-2-2704(B) in the previous calendar year, which shall include the following information:
1. The actual kWh of energy produced within its service territory or obtained from Clean Energy Resources and Renewable Energy
Resources:
The kW of generation Capacity, disaggregated by technology type;
Cost information regarding cents per actual kWh of energy obtained from Clean Energy Resources and Renewable Energy
Resources and cents per kW of generation Capacity, disaggregated by technology type:
The total Capacity of Demand-Side Resources with comparison to the Load-Serving Entity’s 2020 peak demand:
The total Carbon Emissions disaggregated by all Generating Units used to serve its kWh sales. expressed in metric tons;
The aggregate Capacity of installed Energy Storage Systems: and
The aggregate Capacity of Customer-owned or Customer-leased Distributed Storage.
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B. A Load-Serving Entity shall, by January 31 of each year, beginning on January 31, 2022, file with the Commission a report that shall
include the following items of Demand-Side Resource data. including for each item for which no record is maintained the Load-Serv-
ing Entity’s best estimate and a full description of how the estimate was made:

1. Average hourly demand for the previous calendar yvear, disageregated by:

a. Sales to end users;

b. Sales for resale;

c. Energy Losses; and

d.  Other disposition of energy, such as energy furnished without charge and energy used by the Load-Serving Entity:

Coincident Peak demand and energy consumption by month for the previous calendar year. disageregated by Customer Class:

Average number of annual Customers by Customer Class for each of the previous calendar year: and

Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing DSM Measures, by type of DSM

Measure.

C. A Load-Serving Entity shall, by January 31 of each year, beginning January 31. 2022, file with the Commission a report that shall
include the following items of Supply-Side Resource data, including for each item for which no record is maintained the Load-Serv-
ing Entity’s best estimate and a full deseription of how the estimate was made:

1. For each Generating Unit and purchased power contract for the previous calendar year:

In-Service Date and the expected time period or contract period during which the Supply-Side Resource will be available

for use by the Load-Serving Entity;

= je 2

b. The tvpe of Generating Unit or contract;
¢. The Load-Serving Entity’s share of the Generating Unit’s Capacity. or of Capacity under the contract. in megawatts:
d. The maximum Generating Unit or contract Capacity, by hour, day, or month, if such Capacity varies during the year:
e. The annual Capacity Factor;
f.  The average Heat Rate of the Generating Unit and, if available, its Heat Rates at specified output levels;
g. The average fuel cost for the Generating Unit. in dollars per million Btu for each type of fuel;
h. Other variable operating and Maintenance costs for the Generating Unit. in dollars per megawatt hour:
i.  The purchased power energy costs for each contract exceeding three calendar years, in dollars per megawatt-hour;
J.  The fixed operating and Maintenance costs of the Generating Unit. in dollars per megawatt;
k.  The demand charges for purchased power:
L. The fuel type for each Generating Unit;
m. The minimum Capacity at which the Generating Unit would be run, or purchased power is needed, if applicable;
n.  Whether. under standard operating procedures, the Generating Unit must be run if it is available to run:
0. The description of each Generating Unit as base load. intermediate. or peaking:
p. The environmental impacts, m(,]udlnu air cmlasmn Qlldl’llltleb (in metric tom or pounds) and mtt:s (ln qu.mtltles per mega-
rent or expected future environmental regulation;
q. The water consumption quantity and rate; and
r.  The amount of coal ash (by ton) produced per Generating Unit:
2. For each Supply-Side Resource in the previous calendar vear:
a. A description of Generating Unit commitment procedures;
b. Production Costs;
¢. Reserve Requirements;
d. Spinning Reserve;
¢. Reliability of the generating. transmission. and Distribution Systems:;
f.  Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales-related contracts with a duration
of less than three calendar vears; and
g.  Energy Losses;
3. The total Capacity of Distributed Generation in the Load-Serving Entity’s service area for the previous calendar year: and
4. An explanation of any resource procurement processes undertaken by the Load-Serving Entity during the previous calendar year

that did not include use of an RFP, including the exception under which the process was used.
A Load-Serving Entity shall file. by May 1 of each vear, beginning May 1. 2024, an annual Procurement Activity Report that speci-
fies, at a minimum. the following:
1. The procurement activities the Load-Serving Entity plans to undertake in the following calendar year lo effectuate its Commis-

=

sion-approved Action Plan.
All associated cost information related to the Load-Serving Entity’s planned procurement activities, and

2.
3. Atimeline describing each planned procurement activity.

R14-2-2711. Electric Energy Efficiency

A. An Electric Utility shall include in its Energy Efficiency Report the following information regarding the Demand-Side Resources
used by the Electric Utility:

A list of the Electric Utility’s current Demand-Side Resources. disaggregated by Customer Class:

For each Demand-Side Resource:

A brief description;

The purpose, objectives. and savings targets:

For the previous three calendar years, disaggregated by year, if applicable:
i. The level of Customer participation:

ii. The Total Cost incurred, disaggregated by type of cost, such as administrative costs, rebates, and monitoring costs;

ii. A description and the results of evaluation and monitoring activities;

[t |—
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Savings realized. in an appropriate metric (kW, kWh. therms. or Btu);

Bl R

The Environmental Benefits realized. including reduced emissions and water savings:
Incremental Benefits and net benefits, in dollars;
vii. Performance-incentive calculations: and

<

iii. Problems encountered and proposed solutions;
A description of any modifications proposed for the next three calendar years; and

Whether the Electric Utility proposes to terminate the Demand-Side Resource and. if so. the proposed date of termination:

and

3. A description of the findings from any research projects ordered by the Commission and completed during the previous three
calendar years.

An Electric Utility shall include in its Energy Efficiency Report any new Demand-Side Resources proposed to be implemented by the
Electric Utility in the next three calendar years. and for each Demand-Side Resource shall include:

1. A brief description; and

2. The purpose. objectives, and savings targets.

C. An Electric Utility shall design each Demand-Side Resource:

To be Cost-Effective; and

To accomplish at least one of the following:

a. Provide Energy Efficiency,

b. Manage energy consumption,

¢. Reduce peak demand. or

d. Alter Customer energy consumption behavior.

An Electric Utility shall consider the following when planning and implementing a Demand-Side Resource:

Whether the Demand-Side Resource will achieve Cost-Effective energy savings and peak demand reductions;

Whether the Demand-Side Resource will advance market transformation and achieve sustainable savings, reducing the need for
future market interventions:

Whether the Electric Utility can ensure a level of funding adequate to sustain the Demand-Side Resource and allow the Demand-
Side Resource to achieve its targeted goal: and

4. Whether the Electric Utility can allocate a portion of the Demand-Side Resource specifically to Limited-Income Customers.

An Electric Utility shall provide an opportunity for all Electric Utility Customer Classes to participate in the Demand-Side Resources,

with a portion specifically allocated for Limited-Income Customers.

An Electric Utility shall monitor and evaluate each Demand-Side Resource to determine whether it is Cost-Effective and otherwise
meets expectations and shall report any unintended consequences to the Commission in its Energy Efficiency Report.

An Electric Utility may recover the costs that it incurs in planning, designing. implementing. and evaluating a Demand-Side Resource

if the Commission approves such cost recovery for the Electric Utility in a rate case.
Staff may request an Electric Utility to perform analyses of a specified Demand-Side Resource to comply with this Article.
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d o .
ciency Regort descnbmg each Demand—Side Resource designed to reduce Coincident Peak and energy demand, disaggregated by
Customer Class, or, if no Demand-Side Resource was used or is proposed to be implemented, an explanation why no Demand-Side

Resource was used or is proposed to be implemented.

B. For each Demand-Side Resource, a Gas Utility shall specify if the Demand-Side Resource is:
1. Proposed to be implemented by the Gas Utility during the next three calendar vears:
2. Currently implemented by the Gas Utility; or
3. Proposed to be modified or discontinued by the Gas Utility.
C. A Gas Utility shall include in its Energy Efficiency Report the following information regarding the Demand-Side Resources used by

the Gas Utility:
1. A list of the Gas Utility’s current Demand-Side Resources. disaggregated by Customer Class:
2. For each Demand-Side Resource:

a. A brief description:
b. The purpose, objectives, and savings targets:
c. For the previous three calendar years, disaggregated by year. if applicable:
i.  The level of Customer participation;
ii. The Total Cost incurred, disaggregated by type of cost, such as administrative costs, rebates, and monitoring costs;
iti. A description and the results of evaluation and monitoring activities;
iv. Savings realized. in an appropriate metric (kW, kWh. therms, or Btu);
v. The Environmental Benefits realized. including reduced emissions and water savings:
vi. Incremental Benefits and net benefits. in dollars:;
vii. Performance-incentive calculations: and
viii. Problems encountered and proposed solutions;
d. A description of any modifications proposed for the next three calendar years: and
e. Ifthe Gas Utility proposes to terminate the Demand-Side Resource, the proposed date of termination; and

g

A description of the findings from any research projects ordered by the Commission and completed during the previous three
calendar years.
D. A Gas Utility shall design each Demand-Side Resource:
1. To be Cost-Effective; and
2. Toaccomplish at least one of the following:

December 18, 2020 | Published by the Arizona Secretary of State | Vol. 26, Issue 51 3223

DECISION NO.



DOCKET NO. RU-00000A-18-0284

.. Notices of Proposed Rulemaking Arizona Administrative REGISTER

e

a.  Provide Energy Efficiency.
b. Manage energy consumption,
¢. Reduce peak demand, or
d. Alter Customer energy consumption behavior.
A Gas Utility shall consider the following when planning and implementing a Demand-Side Resource:

i

1.  Whether the Demand-Side Resource will achieve Cost-Effective energy savings and peak demand reductions:

2.  Whether the Demand-Side Resource will advance market transformation and achieve sustainable savings, reducing the need for
future market interventions:

3.  Whether the Gas Utility can ensure a level of funding adequate to sustain the Demand-Side Resource and allow the Demand-

Side Resource to achieve its targeted goal; and
4.  Whether the Gas Utility can allocate a portion of the Demand-Side Resource specifically to Limited-Income Customers.

A Gas Utility shall provide an opportunity for all Gas Utility Customer Classes to participate in the Demand-Side Resources. with a
portion specifically allocated for Limited-Income Customers.

A Gas Utility shall monitor and evaluate each Demand-Side Resource to determine whether it is Cost-Effective and otherwise meets
expectations and report any unintended conseguences to the Commission in its Energy Efficiency Report.

A Gas Utility may recover the costs that it incurs in planning, designing, implementing, and evaluating a Demand-Side Resource if
the Commission approves such cost recovery for the Gas Utility in a rate case.

Staff may request a Gas Utility to perform analyses of a specified Demand-Side Resource to comply with this Article.

I=

=
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R14-2-2713. Energyv Storage System Tariffs
A. Within 120 days after the effective date of this Article, an Electric Utility shall file with the Commission, for Approval, one or more

Tariffs and one or more programs that:

1. Establish an incentive program. such as a one-time. upfront incentive, that encourages Customers. including Limited-Income
Customers. to purchase or lease Distributed Storage in exchange for the Customer’s participation in a Demand Response or other
program offered by the Electrie Utility; and

2. Establish one or more values for providing compensation to or crediting Customers. Limited-Income Customers, and Aggrega-

tors for operational attributes such as, but not limited to. Capacity, Demand Response, demand reduction, load shifting, loca-
tional value. voltage support. other ancillary and grid services. Electric Utility control. and any additional operating attributes the

Commission may recognize, in order to encourage Customers. Limited-Income Customers. and Aggregators to purchase or
lease, or engage in Aggregation of Distributed Storage.
An Electric Utility’s Energy Storage System Tarift shall not require that a Customer’s Energy Storage System be associated with Dis-
tributed Generation,

R]d 2-2714. ent lec n s ibilitie

When a Luad Serving Entlw Loﬂtcmpldtcs engaging in an RFP process. the Load-Serving Entity shall consult with Staff regarding the
identity of companies or consultants that could serve as Independent Monitor for the RFP process.

After consulting with Staff, a [.oad-Serving Entity shall create a vendor list of three to five candidates to serve as Independent Moni-
tor and shall file the vendor list with the Commission to allow interested Persons time to review and file objections to the vendor list.
An interested Person shall file with the Commission. within 30 days after a vendor list is filed with the Commission. any objection
that the interested Person may have to a candidate’s inclusion on a vendor list.

Within 60 days after a vendor list is filed with the Commission, Staff shall issue a notice identifying each candidate on the vendor list
that Staff considers to be qualified to serve as Independent Monitor for the contemplated RFP process. In making its determination.
Staff shall consider the experience of the candidates. the professional reputation of the candidates, and anv objections filed by inter-
ested Persons.

A Load-Serving Entity may retain any of the candidates identified in Staff’s notice as an Independent Monitor for the contemplated
RFP process.

A Load-Serving Entity shall file with the Commission a written notice of its retention of an Independent Monitor,

A Load-Serving Entity is responsible for paying the Independent Monitor for its services and may charge a reasonable bidder’s fee to

each bidder in the RFP process to help offset the cost of the Independent Monitor’s services.
At least one week prior to the RFP deadline for submitting bids, a Load-Serving Entity shall provide the Independent Monitor a copy

of any bid proposal prepared by the Load-Serving Entity or an entity Affiliated with the Load-Serving Entity and a copy of any
Benchmark-based costs or reference cost the Load-Serving Entity has developed for use in evaluating bids. The Independent Monitor
shall take steps to secure the Load-Serving Entity’s or Affiliated entity’s bid proposal and any Benchmark-based costs or reference
cost so that they are inaccessible to any bidder.

R14-2-2715. Confidential Information
A. Ifa Utility believes that a reporting requirement pursuant to this Article may result in disclosure of confidential business data or con-
fidential energy infrastructure information, the Utility shall file with the Commission:
1. A public version of the reporting requirement pursuant to this Article, from which all data or information considered to be confi-
dential has been redacted: and
2. Arequest to submit the data or information that is considered to be confidential to Staff pursuant to a confidentiality agreement,
which request shall cite each statute, rule. court opinion. or other basis supporting the confidential treatment of the data or infor-
mation.
B. Data and information protected by a confidentiality agreement shall not be filed with the Commission and shall not be open to public
inspection or otherwise made public except upon an order of the Commission entered after written notice to the Utility and upon a

finding of good cause for disclosure.
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A. The Commission may waive compliance with any provision of this Article or exempt a Utility from complying with any provision in
this Article upon a finding that good cause exists for granting such waiver or exemption and that it will not harm the public interest.
B. A Utility requesting an exemption or waiver of any provision in this Article shall file with the Commission an application that
includes. at a minimum:
1. The reasons why the burden of compliance with the Article. or the specific provision in the Article for which exemption is
requested. exceeds the potential benefits to Customers that would result from compliance with the provisions pursuant to this
Article:
2. Data supporting the Electric Utility’s or Gas Utility's assertions as to the burden of compliance and the potential benefits to Cus-
tomers that would result from compliance; and
3. The reasons why the public interest would be served or would not be harmed by the requested exemption.
C. A Load-Serving Entity shall comply with R14-2-2707(A). R14-2-2708(A). and R14-2-2709(A). unless one of the following excep-
tions applies:
The Load-Serving Entity is experiencing an Emergency:
The Load-Serving Entity needs to make a short-term acquisition to maintain system Reliability and that acquisition is for a
period of no more than 24 months from the time executed:

The Load-Serving Entity needs to acquire short term economic purchases for 15 months or less, or other components of energy
procurement. such as fuel. fuel transportation, or transmission;

The transaction presents the Load-Scrving Entity a genuine. unanticipated opportunity to acquire a power supply resource at a

clear and significant discount, compared to the cost of acquiring new Generating Units. and will provide unique value to the

Load-Serving Entity’s Customers: or

The Load-Serving Entity is adding Capacity or energy from newly constructed Supply-Side Resources with a net total nameplate

rating of not more than 25 megawatt per vear and 100 megawatt per five-vear planning cycle. with projects supporting Renew-

able Energy and Energy Storage System deployment prioritized over adding or supporting Conventional Energy Resource

Capacity.

D. If the Commission later determines that the Load-Serving Entity was not entitled to invoke one of the exceptions of subsection (C),
the Commission shall not allow cost recovery of the Load-Serving Entity’s actions related to such an event.

R14-2-2717. Cooperatives

A. A Cooperative or Load-Serving Cooperative shall employ best reasonable efforts in accordance with Good Utility Practice to comply
B.

[t [

[

[t

with the applicable provisions of this Article.
Upon Commission Approval of a distribution cooperative’s Clean Energy Implementation Plan describing the Cooperative’s existing

and planned Clean Energy Resources and Renewable Energy Resources and programs utilized to meet the Cooperative's retail load,
the provisions of the Clean Energy Implementation Plan shall substitute for the requirements set forth in this Article.

C. A Load-Serving Cooperative shall submit to the Commission a limited Integrated Resource Plan filing containing whatever informa-
tion, data, criteria, and studies the Load-Serving Cooperative has used in its analysis to meet electric demand in a safe, reliable. and
efficient manner over a forecasted 15-year period of time.

D. Upon Commission Approval of a Load-Serving Cooperative’s Integrated Resource Plan. including its Action Plan, its provisions

shall substitute for the requirements set forth in this Article.
In preparing its Integrated Resource Plan. a Load-Serving Cooperative shall meet with and consider the input of an RPAC.

[~

R14-2-2718. Cost Recovery and Prudency

A Utility may request to recover its costs to comply with this Article in a rate case, in whole or in part.

Recovery of the costs requested by a Utility under subsection (A) shall be allowed only if the Commission determines that the costs
are prudent.

A Utility’s Commuission-approved cost recovery mechanisms and programs associated with the Commission’s prior renewable energy
and energy efficiency rules shall remain in effect until the Commission issues a decision in a future rate case in which the Utility
receives cost recovery and program Approval, if applicable. for requirements associated with this Article.

A.
B.

o
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INTRODUCTION

The Arizona Corporation Commission (“Commission™ or “ACC™) Staff hereby files a
summary of comments from interested parties regarding the Notice of Proposed Rulemaking
("NOPR"™) for possible modifications to the Commission’s Energy Rules. Pursuant to Decision
No. 77829 (November 23. 2020), the Commission ordered that the Utilities Division Staff (“Staff™)
shall. by February 26. 2021, file with the Commission’s Docket Control (1) a document including
(a) a summary of all written and oral comments concerning the [NOPR] received between the
effective date of this Order and January 22. 2021. along with (b) the Utilities Division’s responses
to those comments: and (2) a revised Economic. Small Business. and Consumer Impact Statement
or a memorandum explaining why no revision of the prior filed Economic. Small Business. and
Consumer Impact Statement is necessary.

In compliance with Decision No. 77829. on November 27. 2020, Staff filed with the Office
of the Secretary of State a Notice of Rulemaking Docket Opening ("“NRDO™) and the NOPR. On
December 18. 2020, the Secretary of State’s office published Staff’s filing in the Arizona Register.
On January 14. 2021, Staff docketed its preliminary Economic, Small Business. and Consumer
Impact Statement (“EIS™) pursuant to the requirements of A.R.S. § 41-1057(A)2). On January
19 and 20. 2021. the Commission’s Hearing Division hosted oral proceedings telephonically
regarding the NOPR. A number of interested parties participated via providing oral comments.
and Staff provided pertinent feedback as appropriate, during these proceedings to the comments
received. Staff will be filing its revised EIS in a separate filing to the docket.

NOPR (Overview

The Commission has constitutional and statutory authority to make reasonable Rules.
regulations. and orders. by which Public Service Corporations (“PSCs™) shall be governed in the
transaction of business within the State and make and enforce reasonable Rules, regulations and
orders for the conv enu.m.e comfort and safety. and the preservation of the health of the employees
and patrons of PSCs." The proposed Rules contained in the NOPR add a new Article 27. entitled

“Energy Rules™ to 14 A A.C. 2. the Chapter containing the Commission’s rules for fixed utilities
with the new Article 27 including 18 new rules. Furthermore. in the same chapter. this rulemaking
(1) Repeals the Commission’s Resource Planning and Procurement Rules (14 A.A.C. 2. Article
7). (2) Repeals the Environmental Portfolio Standard Rule (A.A.C. R14-2-1618):(3) Repeals the
Renewable Energy Standard and Tariff ("REST™) Rules (14 A.A.C. 2. Article 18): (4) Amends
A.A.C. R14-2-2302 and R14-2-2307 in the Net Metering Rules: (5) Repeals the Electric Energy
Efficiency ("EEE™) Rules (14 A.A.C. 2. Article 24): and (6) Repeals the Gas Energy Efficiency
Rules ("GEE™) (14 A.A.C. 2. Article 25). The new rules establish mandatory standards for
Commission-regulated utilities. specifically PSCs under Arizona Constitution. Article 15. § 2. to
follow in generating. procuring. and delivering electric or gas service to the public in Arlzona.

' See Arizona Constitution Article 15. Section 3. The Commission also has statutory authority to ensure the provision
of safe and reliable electric service in the State. See, e.g. Arizona Revised Statutes (“A.R.S™) §§ 40-202. 40-203. 40-
321.40-322(A). 40-332(B). 40-336. 40-361. and 40-374.
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Specitically. the Energy Rules require: (1) each Electric Utility to propose a Clean Energy
Implementation Plan that achieves a 100 percent reduction in its carbon emissions by January 1.
2050. an average of 1.3 percent annual energy efficiency savings starting in 2021 and a 5 percent
energy storage capacity requirement: (2) each Class A Gas utility to consider and propose demand-
side resources measures and programs: and (3) each Load-Serving Entity ("LSE™) to follow a
resource planning process. including, for all new resource procurement. an all-source request for
information ("ASRFI™) process. and an all-source request for proposals (“ASRFP™) process. The
purpose of the Energy Rules is to promote regulated utilities to increase the utilization of clean
and renewable energy technologies. energy storage. and energy efficiency -based measures while
maintaining safe and reliable service to meet the energy needs of their customers. The rules
incorporate transparent ASRFI and ASRFP energy procurement processes designed to elicit a
ieast-cost mix of resources tor the utility to meet its retail energy demands while maintaining
reliability. deliverability. safety. and reducing negative environmental impacts and risk.

Energy Rules Background

On August 22. 2016. the Commission opened Docket No. E-00000Q-16-0289 for the
Review, Modernization and Expansion of the Arizona REST Rules and Associated Rules. On
August 14. 2018. the Commission directed Staff to initiate a rulemaking docket to evaluate
proposed Arizona energy modernization. Accordingly. Docket No. RU-00000A-18-0284 was
opened on August 17. 2018. Staff was further directed to research and review existing rules in
other states regarding energy-related topics such as. but not limited to: resource planning and
procurement. energy efficiency. renewable energy standards. net metering. forest bioenergy.
distributed generation. baseload security. transmission project assessment. retail electric
competition. electric vehicles. blockchain technology or transactive energy. battery storage. and
any other energy-related topic.

The first draft of the Energy Rules was docketed on April 25. 2019. Subsequent drafis
were filed by Staft on July 2. 2019. February 19. 2020, July 3. 2020. and July 29. 2020. From
February 2019 to March 2020. the Commission hosted six workshops to discuss respective drafts
of the proposed Energy Rules. and to engage the public and stakeholders on potential feedback.
Written comments to Docket No. RU-00000A-18-0284 and oral comments at workshops and open
meetings have been received from representatives of utilities. government agencies. energy
efficiency and environmental advocacy groups. utility investors. large industrial consumers.
advocates for renewable resources. competitive power providers. advocates for distributed
generation, product suppliers. research entities. regulated utility customers. the general public. and
others.

Commission Dockets Considered
The following Commission dockets were considered in the development of the NOPR:

» Docket No. E-00000V-19-0034: In the Matter of Resource Planning and
Procurement in 2019, 2020 and 2021:
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o Docket No. RU-00000A-18-0284: In the Matter of possible modifications to the
Arizona Corporation Commission’s Energy Rules:

° Docket No. RE-00000A-18-0137: In the Matter of the Proposed Rulemaking to
modify the Resource Planning and Procurement Rules:

) Docket No. RE-00000A-17-0260: In the Matter of the Commission's Review and
Modification of the Current Net Metering Rules to Comport with Changes in
Circumstances Since Their Adoption:

B Docket No. E-00000Q-17-0138: Commissioner Dunn’s Inquiry into the Role of
Forest Bioenergy in Arizona:

B Docket No. E-00000Q-16-0289: To Open a Docket for Review, Modemnization and
Expansion of the Arizona Energy Standards and Tarift Rules and Associated Rules:

0 Docket No. E-00000V-15-0094: In the Matter of Resource Planning 4nd
Procurement in 2015 and 2016.

. Docket No. RE-00000C-14-0112: In the Matter of the Proposed Rulemaking to
modify the Renewable Energy Standard and Tariff Rules:

B Docket No. RE-00000C-09-0427: In the Matter of the Notice of Proposed
Rulemaking regarding Electric Energy Efficiency Rules:

. Docket No. RE-00000A-09-0249: In the Matter of the Notice of Proposed
Rulemaking regarding Resource Planning:

o Docket No. RG-00000B-09-0428: In the Matter of the Notice of Proposed
Rulemaking regarding Gas Energy Efficiency Rules:

. Docket No. RE-00000A-07-0608: In the Matter of the Notice of Proposed
Rulemaking regarding Net Metering: and

3 Docket No. RE-00000C-00-0377: In the Matter of Notice of Rulemaking

Amendments to Article 16. Retail Electric Competition. Environmental Portfolio
Standard Rules.
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Commission Rules Considered

The following Commission Rules under Title 14. Chapter 2 of the Arizona Administrative
Code ("A.A.C.") were considered in the development of the NOPR:

B Resource Planning and Procurement Rules (A.A.C. R14-2-701 et seq.):

. Renewable Energy Standard and Tariff Rules (A.A.C. R14-2-1801 et seq.):
. Electric Energy Efficiency Standards Rules (A.A.C. R14-2-2401 et seq.):

® Gas Energy Efficiency Standards Rules (A.A.C. R14-2-2501 et seq.):

The Environmental Portfolio Standard (A.A.C. R14-2-1618): and

. The Net Metering Rules (A.A.C. R14-2-2301 et eq.).
COMMENTS ON NOTICE OF PROPOSED RULEMAKING

The following contains (i) a summary of written comments made by interested parties
regarding the NOPR between the effective date of Decision No. 77829 (November 23. 2020). and
January 22. 2021: (ii) a summary of oral comments made at public hearings on January 19 and 20.
2021: and (iii) Staff’s response to each comment. if such response was determined necessary. For
purposes ol this report. Article 27 of this NOPR will be referred to as solely “Energy Rules™. Staff
has compiled a summary of its recommendations at the end of this report based on the comments
provided.

_ Written Comments filed in the Docket Staff Response
The following parties filed written comments in | Stafl does not recommend modification to

general support of the Energy Rules contained | the NOPR.
in the NOPR: |

o VMuackenzie McGuffie. individual (12 182020

o Amy Douglass.  Climate  Realitv  Project
Greater Phoenix Chapter (12 22 20);

e Mark Weathers, Citizen's Climute Lobby |
Phoenix Central Chapter (12:22.20):

o Todd Makdeksza, Flagstaff' Citv Council
(12.29:20):
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| o Marjorie Shaviik, Individual (1°11.21);

o Randv Miller and Kim  Bartnikowski,
Individuals (1'1421);

o Jack Ehrhardt, Individual (1 19 21);
o Theresu A Paszkiewicz. Individual (119 21):;

o  Town of Fountain Hills. Mavor Ginny Dickev
(1 14 21) and (1 14 21);

o Conservatives for Responsible Stewardship.
David Jenkins (1 21 21);

o (Gubrielle Lenvrence, PhD, Individual (1 21 21)
and (1:21°21); |

o arious Consumers (1/22:21):;
o Chispa Arizona. Lawra Dent (1:22°2]), and

o Stephen P. Cook. Individual (1 22 21):

e Jrizona PIRG Education Fund., Diane L.
Brovwn (Filed [ 22 21; Docketed 1 25 21);

e Jarious Consumers (Filed 122 2] Docketed ‘
12521): and

e [arious Consumers (Filed 1 22 21 Docketed
125.21y.

HM3 Energy, Inc., Hiroshi Morihara, PhD. | In the proposed Energy Rules. Under R14-

(12/3/20) 2-2703(A). both biogas and biopower are

classified as a “Renewable Energy

HM3 Energy. Inc. addresses the potential role | Resource™.

unrealized biomass could have toward the Energy
Rules target of a 75percent reduction in carbon | In May 2017. Docket No. E-00000Q-17-
emissions by 2040. under subsection R14-2-| 0138 was opened to explore the role of
2704(B)(4). Although they do not make a specific | forest bioenergy in Arizona as a means to
proposal to modify the NOPR. they believe that | use the woody biomass generated from
biomass offers opportunity for bio-coal production | public lands to create enerov for the
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which c¢an help reduce Arizona's risk for
catastrophic wildfires.

Directly related to the NOPR. they provide a list of
positive benefits of ridding woodlands of excess
biomass such as the =—ability for Arizona to
continue using its existing coal-fired power plants
for the rest of their useful lives. a savings to rate
payers”, and “a reduction in the need to build as
many wind and solar farms and the required costly
transmission lines to connect to the power grid™.
Additionally. they note that the 4 Forest
Restoration Initiative (“4FRI”) will be awarding
forest thinning contracts to thin at least 750.000
acres of overstocked forests in Arizona. The
Company would like to directly work with the
Commission in addressing biomass.

(A Blmr Padeaonkar, Individual ( I_Z/ﬁ})— B

column posted in the Arizona Republic regarding
the clean energy mandates contained in the Energy
Rules. He concludes that .. .the Commission must
remain vigilant about the prudence of future clean-
energy decisions and investments of APS and other
utilities rather than simply rubberstamping
them...” Additionally. he includes a number of
various research sources.

|'

¢lectric gnd. In Commission Decision No.
76295 (August 8. 2017), the Commission
reiterated its interest in forest bioenergy,
citing it as a carbon-neutral. renewable
energy  resource that is becoming
increasingly important in Arizona. In
Decision No. 77090 (February 22. 2019).
applicable utilities were directed to work
with Staff to develop a comprehensive
plan for biomass generation. On January
16.2019. the Commission issued a "Policy
Statement Regarding the Role of Forest
Bioenergy in Arizona”.  The policy
statement concluded the use of forest
biomass fuel for electric generation would
produce multiple positive externalities
such as healthier watersheds. additional
employment opportunities and
infrastructure to rural areas. and would
reduce the frequency and intensity of
wildfires.

To date. the Commission has not ordered
any utility to specifically procure a
specilic  percentage or carveout of
biomass.  Staff believes the policy
statement sufficiently addresses biomass
at this time and does not believe any
further action regarding biomass is
necessary 1o explore in this NOPR process
and does not recommend modification to
the NOPR.

Mr. Padgaonkar’s comments respond to an opinion ' NOPR.

Based on the comments provided. Staff
does not recommend modification to the
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Arizona Technology Council, Steven G. Zyistra

(1/6/21) ‘

The Arizona Technology Council supports the
carbon-free electricity. energy efficacy and energy
storage standards detailed in the NOPR. They
provide reference to their report titled “Innovation
and Clean Energy industry Recommendations for
LEconomic Recovery: Policy Options from
Arizona’s Business Community™. The report
concludes with specific recommendations for
Policy Makers that promote clean energy and may
help Arizona recover from the economic downturn
caused by the  pandemic. Notable
recommendations include (1) encouraging clean
and renewable energy technology adoption: (ii)
investing in infrastructure and identifying
opportunities for public-private partnerships: (iii)
planning for long-term integration of hydrogen
into Arizona’s energy portfolio and economy: (iv)
supporting policies that encourage advanced
manufacturing: and (v) prioritizing clean and
renewable energy opportunities by creating a state
clean energy innovation office or designated clean
energy innovation specialist at the Arizona
Commerce Authority.

The carbon reduction mandate contained
in the Energy Rules can be achieved by
means of a technology-agnostic approach
that provides enough flexibility for the
potential utilization of underdeveloped or
future  electric  energy  generation
technologies that reduce carbon emissions
and may not be realized today. Based on
the comments provided. Statl’ does not
recommend modification to the NOPR.

]
[
|

The Western Way, Dorian Arik Miller (1/14/21)

The Western Way provides general support of the
Energy Rules standards contained in the NOPR.
They also provide comment on the Integrated
Resource Planning process and specifically. the
advisory committee made up of stakeholders
including ratepayers. to approve future load |
forecasts and a competitive all-source bid process.

The Western Way provides that their recently
conducted poll of Arizonans shows that 87 percent
of Arizona voters believed that government should |
play a role to accelerate the development and use
of clean energy. and 60 percent of Arizona voters |
would support the c¢reation of proactive low

Based on the comments provided. Staff
does not recommend modification to the
NOPR.
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emission solutions 0 cnsure compliance with
federal Clean Air Standards.

The Joint Stakeholders, Caryn Potter (1/19/21);
and Twenty-Two Joint Stakeholders (1/21/21)

The Joint Stakeholders comments are filed on
behalf of the following organizations: American
Council for an Energy-Efficient Economy.
American Lung Association, Arizona Interfaith
Power and Light. Arizona Solar Energy Industries
Association (AriSEIA). Arizona Public Health
Association. CHISPA Arizona. Citizen’s Climate
Lobby. Elders Climate Action. Natural Resources
Defense Council. Northern Arizona Climate
Change Alliance. Pima County. Prescott Interfaith
Climate Action Team. Sierra Club, Solar Energy
Industries Association. (SEIA), Solar Gain, Solar
United Neighbors, Southwest Energy Efficiency
Project (SWEEP). Sunrun, Vote Seolar. Western
Grid Group. Western Resource Advocates (WRA).
and Yavapai Climate Change Coalition. The Joint
Stakeholders support the Energy Rules and urge
the Commission to act expeditiously to finalize and
implement its Energy Rules.

Additionally. the Joint Stakeholders include

summarizes analyses. studies. white papers,
reports. and original research that document the
public interest case for clean energy investment
and enactment of the Arizona Commission’s
Energy Rules. Appendix B contains a list of 353
organizations/entities that have filed written
comments in general support of the Energy Rules.
Appendix C contains a list of 62 individuals and
their respective organizations who have provided

Rules.

supplemental  appendices. Appendix A |

oral comments in general support of the Energy

The three appendices attached have helped
to assist Statf in the development of the
Energy Rules and this report. Based on the
comments provided. Staftf does not
recommend modification to the NOPR.

115 Arizona Clergy and Fuith Leaders, respective
members (1/19/21)

Based on the comments provided. Staff
does not recommend modifications to the
NOPR.
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The written comments provide general support for
the Energy Rules: specifically:

¢ The Carbon-free Electricity Standard:
e An Energy Efficiency Standard:
e A Distributed Storage Standard: and

o Changes to the Commission’s current
Integrated Resource Planning Process.

City _of Scottsdale, Mayor David_D. Ortega | Based on the comments provided. Staff
(1/20/19) | does not recommend modification to the
NOPR.

The City of Scottsdale provides general support
and urges the Commission to adopt the modernized
Energy Rules. Specifically. the City of Scottsdale
notes that the following rules will help cities to
reach their own climate action and clean energy
goals: }

The Carbon-free Electricity Standard:

e An Energy Efficiency Standard:

L]

A Distributed Storage Standard: and

Changes to the Commission’s current
Integrated Resource Planning Process. |

The City of Scottsdale’s comments have been
signed by Maver David D. Ortega. Vice Mavor
Solange Whitehead. Councilwoman Tammy
Caputi.  Councilmember  Tom  Durham.
Councilwoman Betty Janik. Councilwoman Kathy
Littlefield. and Councilmember Linda Milhaven.

Arizona__Public _Service Company (“APS”),

Rodney Ross (1/20/21) | Staff also notes that the Energy Rules
include a provision relating to waivers and
APS  provides “general support of the  exemptions under R14-2-2716.

Commission's adoption of its comprehensive | Specifically. under subsection (A) “The
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Energy Rules package which will help move
Arizona towards a clean energy future.”

APS notes that the Energy Rules include a
compliance report provision (A.A.C. R14-2-2710),
which will require electric utilitics to provide
detailed information by January 31st each vear.
beginning January 31. 2022, to assess progress in

this annual filing does not allow sufficient time for
the Company to compile the required information.
APS requests that the Commission modify this
reporting requirement to reflect an April Ist
reporting date. rather than January 31st of each
year to ensure that the Company has enough time
to sure the information is available and accurate.

meeting the standards contained in the Enerey |
Rules. APS expresses concern that the timing of

Commission may waiver compliance wim
any provision of this Article or exempt a
[ Utility from complying with any provision
in this Article upon finding that good cause
exists for granting such waiver or
exemption and that it will not harm the
public interest. to filing a waiver of any
rule under R14-2-2716.”

Based on the comments provided. Staff
does not recommend modification to the
NOPR.

Center for Resource Solutions (“CRS"), Todd

Jones (1/20/21)

CRS  comments include discussion and
Energy Rules: (i) the required documentation for
an electric utility to “demonstrate its ability to
deliver energy from Clean Energy Resources and
Renewable Energy Resource to its Customers™
under ALA.C. R14-2-2704(D): (ii) the ~“Baseline
Carbon Emissions Level™ defined under A.A.C.
R14-2-2701(8) and the lack of a standardized
methodology for calculation of the “Baseline
Carbon  Emissions Level™ the reporting
requirements of applicable utilities under A.A.C.
R14-2-2710(A): (iii) clarification regarding the
metrics for compliance contained in A.A.C. R14-

energy used to charge a storage system under
AA.C. RI4-2-2704D)3): and (v) applicable
energy that should be counted for compliance with
the clean energy standard under A.A.C. R14-2-
2704(B)(4).

1) CRS states “Utilities need a uniform compliance
instrument to demonstrate delivery of clean and

recommendations on the following sections of

2-2710(A): (iv) the demonstration of the source of

Staff will respond to each recommendation |
to the Energy Rules by CRS in
chronological order of appearance.

1) Regarding incorporating RECs as a
compliance instrument. Staff recommends
no change to the requirements of an
applicable  Utility to  demonstrate
compliance with the Energy Rules, as
| provided under R14-2-2704D). The
utility has the burden of proof to
demonstrate compliance with the Energy
Rules and any of the contained mandates.
such as the carbon emissions requirement
under R14-2-2704(B)(4). Staff recognizes
| that each applicable utility will have to
incur additional costs. including additional
administration costs. for generating or
acquiring RECs and participating in
WREGIS. Staff notes that REC's represent
the social and environmental benefits of a
kWh of generated energy. can be separated
from the unit of electrical energy
generated. and are tradable. There is a cost
associated from acquiring. or certifving a
generated REC. These costs will be
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| renicwable energy to customers and track carbon
emissions associated with energy from generating
units serving retail sales in compliance with
A.A.C. R14-2-2704B)(4). They provide that the
carbon emissions associated with retail sales of
electricity cannot be directly measured and should
reflect exclusive ownership of tracked and verified
generation attributes. They state that the tracking
and verification methods included in the Energy
Rules are insuflicient and additional requirements
and use of a compliance instrument to track and
verify delivery of clean and renewable energy to
utility customers and greenhouse gas emissions
associated with retail sales will be critical to ensure
the integrity of a clean energy standard in Arizona.
CRS suggests that applicable utilities should be
required to use renewable energy certifications
("RECs™) specifically, Western Renewable
Energy  Generation  Information  System
(“WREGIS™) certificates. where available. as an
accounting instrument for compliance. CRS
recommends creating definitions for REC and
WREGIS and amending A.A.C. R14-2-2704(D) to
require that “compliance shall be monitored.
accounted for. and transferred through the use of
RECs as recorded by the Western Renewable
Energy Generation Information System.” CRS
provides that “the use of WREGIS certificates for
compliance with the proposed clean energy
standard would avoid double counting. which may
occur. for example. where an electric utility reports
zero-emissions energy from a renewable energy

resource to the Commission for compliance with |

[A.A.C.] RI14-2-2704(B) while the RECs
associated with the same MWh of generation are
used for compliance or to serve voluntary
customers (i.e. to verify delivery of the same zero-
emissions energy) in a different state. or different
customers in Arizona”. For clean energy resources
for which WREGIS certificates are not currently
issued. CRS suggests the Commission should
requirc that utilities demonstrate contractual
specification of acquisition and retirement of
| nonpower generation attributes. Specifically. the

I reviewed in the context of a utility’s rate
| case and may ultimately be passed down to
its ratepayers in the form of rates. Stalf
recognizes that each utility is unique in
size. its  service  territory.  its
administration. and most notably how it
acquires electric energy. Each utility is
provided enough flexibility to provide
burden of proof to the Commission in its
Clean Energy Implementation Plan that
they are in compliance with the carbon
emissions mandate  under R14-2-
2704B)(4). Each Clean FEnergy
Implementation Plan is filed with the
Commission. reviewed by Staff. and
considered by the Commission at an Open
Meeting. Nothing within the Energy Rules
restricts a utility from seeking additional
means for demonstrating compliance with
the carbon reduction mandate under R14-
2-2704(B)4).  All utility requests to
recover costs for compliance with the
| Energy Rules will be reviewed in the
context for a rate case. and the
Commission will determine which costs
are prudent. pursuant to R14-2-2718. Staft
does not recommend incorporating the
recommendation of CRS and does not
believe inclusion of the mandate for a
utility to acquire RECs is necessary at this
tme.

Each utility’s Clean Energy
Implementation Plan should be reviewed
on a case-by-case basis. Nothing within
the  Energy  Rules restricts  the
Commission’s ability to issue additional
compliance measures for a utility at any
time. Staff believes the compliance
recommendations of the Energy Rules are
sufficient and. like its other Rules under
A.A.C. Title 14. Chapter 2. are re-valuated
from time to time.
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Commission require demonstration that the | 2) Regarding the definition
attributes have been contractually retired on the | recommendations of “Baseline Carbon
utility”s behalf or cannot be otherwise transacted. | Emissions  Level™ and  “Carbon

CRS also recommends that for specific supply-side
data. under R14-2-270(C), whether RECs were
obtained and retired and if so. their quantity.

2} CRS provides that there is an inconsistency
between the emissions that must be reduced (and
reported annually) and the baseline against which
the reduction is measured under the clean energy
standard.  Specifically. under A.A.C. R14-2-
2701(8) and 2704(E). “Baseline Carbon Emissions
Level” is defined as a utility's emissions
“associated with energy produced from all
generating units used to serve its kwh sales.”

defined as emissions from generating sources.
CRS states that there are two different quantities of
emissions-the former representing retail sales
while the later represents generation sources. CRS
recommends either (i) revising the definition of
“carbon emissions™ to mean the carbon emissions
associated with resources used to serve a utility’s
retail sales: or (ii) revising the clean energy
standard under A.A.C. R14-2-2704(B)4) to

associated with resources used to serve retail sales
below its Baseline Carbon Emissions Level and
revising requirements 2704(C)3) and 2710(A) to
require reporting of Carbon Emissions associated
with retail sales. Additionally. concerning the
caleulation of the “Baseline Carbon Emissions
Level™. CRS recommends that the Commission or

Commission  Staff provide a standardized
methodology for calculating emissions and

baseline emissions levels. including accounting
rules specifying that RECs must be retired by
utilities on behalf of their Arizona load in order to
assign the emissions of a renewable resource (et.
zero emissions) to delivered energy for the
purposes  of reporting  under  sections
2704(Cx3)h). R14-2-2704(F) and 2710(A)(5).

| recommendation.

Under R14-2-2701(13). “Carbon Emissions™ are |

Emissions™, Staff does not recommend
any change. Staff believes the definitions
are sufficient for purposes of the FEnergy
| Rules.

Regarding a pre-defined methodology for
establishing a Utility’s Baseline Carbon
Emissions Level. Staff disagrees with the
Staff  believes that
sections RI14-2-2704(E) through (M)
establish an extensive process to review.
establish. and verify the methodology for
determining  the  Baseline  Carbon
Emissions Level in an adequate amount of
time. During the process of establishing a
Utility’s Baseline Carbon Emissions
Level, Staff notes that stakeholders will

| have an opportunity to participate in the

process. Under  R14-2-2704(1).
stakeholders are provided opportunity to
comment on a Utility’s proposal before
any Commission determination on the

| proposal.
require that utilities reduce the carbon emissions |

3) Regarding the reporting requirements of
the applicable electric utilitics. Staff does
not believe the recommendation by CRS is

| necessary. As stated under Staff response

No. I. each Clean Energy Implementation
Plan is filed with the Commission for
review. The Utility maintains the burden
of proof of compliance. which includes
providing enough information to prove
compliance for the Commission to
consider. Staft' does not believe an outside
third-party verification is necessary,

4) Regarding a utility demonstrating
| compliance of meeting the standards
| contained in the Energy Rules. please see
Staft response No. 1 and 3.
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3) CRS comments that there are mmconsistences

between annual reporting requirements and
requirements for Clean Energy Implementation
Plans. The metrics used in the annual reporting
requirements under RI14-2-2710(A) are slightly
incomsistent with the requirements under R14-2-
204(C)3) for a utility to comply with the Energy
Rules. CRS recommends that the energy and
emissions information reported annually by
utilities under R14-2-2710(A) be consistent with
the information included in the Clean Energy
Implementation Plan under RI14-2-2704(C)(3). |
They recommend that energy and emissions
information that is reported annually be third-party
verified similar to the Baseline Carbon Emissions
Level. They also recommend that the Commission
clarify whether energy “obtained™ by a utility,
energy from units “used to serve its kwh sales,” and
energy that it is “[able] to deliver [...] to its
Customers™ are equivalent and can be
demonstrated based on the documentation
provided under R14-2-2704(D).

4) CRS provides that the Energy Rules do not
specify, under R14-2-2704D)(3). how utilities
will demonstrate that the source of energy used to
charge a storage system is a clean or renewable
energy  resource. CRS  recommends the
Commission provide more detail on how utilities
can and should demonstrate the source used to
charge a storage system. the documentation that
would be acceptable. and detailed requirements for
verification and compliance with this section.

5) CRS provides that energy that has been or will
be imported from other states. such as California
through the Energy Imbalance Market (“EIM”), |
should not be counted toward compliance with |
Arizona's clean energy standard. CRS believes
that there may be a risk of double counting zero-
emissions electricity without a greenhouse gas
attribution mechanism or a REC or other
documentation mechanism. CRS recommends that
the Commission include a general provision |

5) Regarding the non-inclusion of market
purchases for compliance purposes of the
carbon emissions standard under R14-2-
2704B)(4). Staff does not believe any
modification is necessary and
recommends the definitions of “Baseline
Carbon Emissions Level™ and “Carbon
Emissions™ be unaltered. An electric
utility’s ability to make market purchases

| of electric energy is key to its ability to

perform its responsibilities of providing
reliable energy to its customers. Staff
believes. and the Energy Rules provides.
that these market purchases should be
considered in the context of compliance
with the carbon emissions standard under
R14-2-2704(B)(4).

Furthermore.  regarding a  utility
demonstrating compliance of meeting the
standards contained in the Energy Rules.
please see Staft response No. 1 and 3.

Based on the comments provided. Staff
does not recommend modification to the
NOPR.
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prohibiting double counting: a requirement for
retirement of RECs associated with renewable
energy that is used for compliance with the clean
energy standard. and a provision prohibiting
renewable energy that is imported from other states
to count towards compliance with R14-2-
2704B)4).

|

American Lung Association,
JoAnna Strother and Melissa Ramos (1720/21)

The American Lung Association supports the
carbon-free electricity standard by 2030, with
benchmarks along the way. The association
provides that over 6 million Arizonans (83 percent
of all residents) live in counties with failing grades
for ozone and/or particle pollution. according to
their State of the Air 2020 report. Furthermore.
they provide that Phoenix appears on the Top Ten
Most Polluted Cities list for unhealthy ozone.
particle pollution days. and annual level of particle
pollution. They state that “air pollution contributes

including asthma attacks. heart attacks and strokes.

also adds to disparities in exposures to harmlul air
pollution and associated negative outcomes.
including in low-income communitiecs and
communities of color.”

to a wide range of negative health impacts |

lung cancer and premature death. Poor air quality |

Based on the comments provided. Staff |
does not recommend modilication to the
NOPR.

Huckelberry (1/21/21)

Pima County supports the Energy Rules.
specifically (i) the requirements for energy
efficiency. renewable energy. energy storage.
clean energy. (ii) the three vear Clean Energy
Implementation Plan. and (iii) the three year
Integrated Resource Plan cycle with added
requirement of a stakeholder advisory group. Pima
County states that they do have concerns for any
specific technological requirements to meet the
clean energy and renewable energy goals: and

Pima _County, County _Administrator _C.H. ' Staft believes Pima County’s concerns

have been addressed already. In prior
docketed drafis of the proposed Energy
Rules. a technologyv-based Renewable
Energy Standard and Clean Energy
Standard were included. using retail
clectric energy sales as the utility’s
performance metric for compliance with
the Commissions. The Energy Rules
contained in the NOPR. pursuant to
Decision No. 77829 focuses on carbon
reductions as a performance metric rather
than a Clean Energy Standard or
Renewable Energy Standard as described
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" would prefer more incremental dates for increasing | herein. Based on the comments provided, |
the percentages of retail kWh sold as clean energy. | Staft does not recommend modification to
the NOPR.

Western Grid Group, Amanda Ormond (1/22/21) | Based on the comments provided. Staff
does not recommend modification to the
Western Grid Group supports adoption of the | NOPR.

Energy Rules: stating that they are reasonable and
in the public interest. Western Grid Group
references studies conducted by the National
Renewable Energy Lab ("NREL™): Western 1ind
and Solar Integration Studies (“WIWSIS ™). which
analyze high penetrations of renewable energy in
Arizona and the western interconnection region
since 2010. They also reference: 2035 Report -
Plummeting solar, wind, and battery costs can
accelerate our clean electricity future. University
of California. Berkeley, Center for Environmental
Public Policy (June 2020). which concludes that
the United States can deliver 90 percent clean. |
carbon-free electricity nationwide by 2035.
dependably. at no extra cost to consumers and
without the need for new fossil fuel plants.

City of Tucson, Mayor Regina Romero (1/22/21); | Based on the comments provided. Staff
and Tucson City Council, Ward 3, Paul Durham | docs not recommend moditication to the
(1/22/21) NOPR.

The City of Tucson applauds the Commission’s
Energy Rules and is in general support of its
proposed mandates. The City of Tucson provides
that they have taken the following actions in

reducing their carbon footprint: |

e On April 21. 2020. the City of Tucson Mavor
and Council approved Resolution 23166
recommending the Commission to adopt a 100
percent clean energy standard by 2050.

e On January 20. 2021. Mavor and Council
formally opposed HB2248 and SB1175. The
City supports the Arizona Corporation
Commission's  constitutional authority  to
establish energy production standards for
Arizona utilities.
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through Resolution 23222 declaring a Climate
Emergency and setting a 2030 carbon neutrality
goal for city operations. |

Mr. Durham. in his written comments. attaches the
entirety of Resolution No. 23222,
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Vote_Solar, Solar United Neighbors, Arizona
Solar _Energy _Industries _Association, _and |

Sunrun, Ronny Sandoval (1/22/21)

The organizations are in general support of the
NOPR and Energy Rules. They provide reference
to studies docketed by other stakeholders
supporting the mandates contained in the Energy
Rules. Additionally. they provide a petition by
5.180 Arizonans in support of:

Setting a binding 50 percent by 2030 renewable
energy standard and 100 percent by 20435 clean |
standard.

Ensuring that 10 percent of electricity comes
from local distributed resources like rooftop
solar. community solar. and other customer-
driven energy options by 2030, .

Ensuring cumulative energy efficiency savings
of 35 percent by 2030.

Establishing a more comprehensive and .|
transparent energy planning process in which |
the ACC would review a utility's Integrated
Resource Plan and provide opportunities for
public and stakeholder input.

The organizations also provide reference to a
report by Strategen and prepared for Southwest

Energy Efficiency Project (01/21/21).

Based on the comments provided. Staff |
does not recommend modification to the
NOPR.
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3Degrees Group, Inc. (“3Degrees”), Mava Kelty | Stail believes that it has addressed the
(1/22/21) three recommendations provided by
3Degrees in this report under its response
3Degrees’ comments focus primarily on the Clean | to CRS.

Energy Implementation Plan section of the Energy
Rules (R14-2-2704). and the demonstration ol‘| Based on Staff’s review and response to
compliance for achieving a 100 percent reduction | the comments provided by CRS and
in carbon emissions. They state. “we are concerned | 3Degrees. Staff does not recommend
that without explicit use o’ appropriate compliance | modification to the NOPR.

instruments. the Proposed Rules will not achieve
their intended goal and may disadvantage Arizona
renewable energy generators from participating in
renewable energy markets.” They comment that.
because the carbon reduction standard contained
under R14-2-2704(B)(4). is a load-based policy.
the ““generation attributes™ should be recognized
through the enforcement of requiring a Ultility to
show compliance via RECs.

They have the following recommendations:

e Update RI4-2-2704D) to state “Compliance
shall be monitored. accounted for. and
transferred through the use of RECs as recorded
by the Western Renewable Energy Generation
Information System (WREGIS). For clean
energy resources for which RECs are not
currently issued. the Electric Utility must
provide documentation that it owns the non-
power attributes of the electricity Generation
trom the clean energy resources.”™ |

e Update R14-2-2704 to include a section after
R14-2-2704 (E) that includes a methodology.
or a requirement to develop a methodology. for
determining the Baseline Carbon Emissions
Level. The Proposed Rules should specify that
the methodology must require that RECs or
relevant generation attributes be retained in
order for clean energy resources to be counted.

e Update R14-2-2710(C) to include reporting on
whether REC's were obtained and retired. and
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the quantity of RECs obtained and retired in |
WREGIS by the utility. |

Garkane _Energy Cooperative  (“Garkane™),
William P. Sullivan, Atty (1/22/21)

Garkane s comments support the proposed R14-2-
2702 “Applicability™ provision. This section
makes the proposed Energy Rules applicable to
electric public service corporations that have
“more than half of its customers located in
Arizona.”  Garkane states approximately 9.3
percent of its customers reside in Arizona. thus. |
pursuant to the applicability section. the proposed
Energy Rules would not apply to them.

Based on the comments provided, Staff
does not recommend modilication to the
NOPR.

Tucson Electric Power C ompany ( “TEP") and
UNS Electric, Inc (“UNS Electric”) (Collectively
“the Companies™) (1/22/21)

TEP and UNS Electric filled collective comments
that are supportive of the Energy Rules as amended
and approved by the Arizona Corporation
Commission on November 13, 2020. They believe
the Energy Rules provide a flexible glide path for
advancing clean energy policy for Arizona. and are |
fair. balanced. and achievable. and closely align
with TEP's and UNS Electric’s 2020 Integrated
Resource Plans.

The Companies are providing minor. non-
substantive changes to the Energy Rules that serve

to clarify language and align timing of Energy Rule |
plans. as follows:

A) Carbon Emissions: The companies propose
modityving the current definition for “Baseline
Carbon Emissions Level”™ which incorporates
language from Section R14-2-2704(E). They note
that vetail sales are served from generation
resources that also include market purchases. They
recommend the following redlined modifications:

Staff will address each recommendation in
order of appearance.

A) Regarding modifying language related
to “Baseline Carbon Emissions Level.”
Staff believes the proposed modifications
of subsections R14-2-2701¢8) and R14-2-
2710(3) are unnecessary and should not be
adopted.  Staff does not believe the
modifications provided by TEP and UNS
Electric change the interpretation of
current  definitions and  referenced
subsection and thus. are unnecessary.

The current definition of ~Baseline Carbon
Emissions  Level”™  recognizes the
importance of including market purchases
when evaluating carbon emissions.
Without taking into consideration market
purchases when evaluating carbon
reductions. that is — energy procured by the
utility in the market. and not from owned
generating units - the Utility would be
disincentivized from procuring energy in
the market that has been generated with
little or no carbon  pollutants.
Additonally. this can further disincentive
the utility from taking advantage of
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Under R14-2-2701(8); “Baseline Carbon
Emissions Level” means a Utility's annual gross
Carbon Emissions direethy associated with energy
produced from all GeneratingUnits resources
including market purchases used to serve is retail
kwh sales. during the consecutive three-calendar-
vear period of 2016 to 2018. expressed in metric
tons.

Under RI14-2-2701(13): ~Carbon Emissions™
means carbon dioxide emissions resulting from the
combustion of fossil fuels. such as coal. petroleum.
natural gas. oil. shale. and bitumen. in a Generating
Unit, expressed in metric tons.

Under R14-2-2710(5): 5. The total Carbon
Emissions disaggregated by all GeneratingUnits

Utility’s retail kwh sales. expressed in metric tons;

B) All-Source Request for Information ("ASRFI™):
Under R14-2-2707, the all-source request for
information uses the term “obtain bids™. The
Companies believe that because no bids are being
obtained in this rule. this language should be

2707(A)(1) and (9) and additionally under
subsection (9). the term ~bidders™ should be
modiftied 10 “vendors”. The recommend a similar
change be reflective under R14-2-2708(B)(1).

C) Timing: The companies propose minor changes
to the timeline of filings throughout the Energy
Rules — specifically for the Clean Energy
Implementation Plan and the Integrated Resource
Plans. They provide a detailed chart of the timeline
of filings and actions contained in the proposed
Energy Rules. Most notably. they recommend that

should be filed together. on April 1. 2023, with
Commission approval occurring by February 1.
2024: and reoccurring every three vears thereafter.
Additionally. they recommend modifving the
Electric Utility Annual Reporting Requirements to
April 1, rather than January 31.

portfolio resources used to serve—is the Electric |
| B) Regarding the term modification in the
| ASRFI section, R14-2-2707. Staff does

potentially lower prices in the market.
Staff recommends maintaining the current
form of the definition for “Baseline
Carbon Emissions Level™ and subsection
| R14-2-2710(5).

Staff does not recommend modifications
to the detinition of “Carbon Emissions™.
under R14-2-2701(13), as recommended
by TEP and UNS Electric. Staff maintains
| that this definition is intended to use the
term “carbon™ over “carbon dioxide”.
This ensures that other carbon-based
pollutants are captured. monitored. and
then reported to the Commission by each
utility.

not recommend a modification to the
NOPR.

C) Regarding a number of the dates

modified to “obtain information™ under Rl4-2—|

the IRP and Clean Energy Implementation Plan !

contained in the Energy Rules. Staff
believes modification of these dates is
unnecessary at this time.

Staft also notes that the Energy Rules
include a provision relating to waivers and
exemptions under R14-2-2716.
Specifically. under subsection (A) “The
Commission may waive compliance with
any provision of this Article or exempt a
Utility from complying with any provision
in this Article upon finding that good cause
exists for granting such waiver or
exemption and that it will not harm the
public interest. to filing a waiver of any
rule under R14-2-2716.

Based on the comments provided. Staff
does not recommend modification to the
NOPR.
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|

Sierra_Club — Grand Canvon Chapter, Sandy | Based on the comments provided. Staff |
Bahr (1/22/21) ' does not recommend modification to the
' NOPR.

Sierra Club supports the Energy Rules. In their
comments. they provide reference to the Strategen
report provided by SWEEP in its written
comments. |
|
Coualition_of Business and Trade Associations | Based on the comments provided. Staff
(“the Coalition™), Various Stakeholders (1/22/21) | does not recommend modification to the
NOPR.

The Coalition of Business and Trade Associations
is comprised of the following organizations:
Ameresco. Arizona Technology Council. Ball
Corporation. Building Performance Association.
Cree Lighting, EDF Renewables. Franklin Energy. |
Google. Hotel Congress, Interwest Energy
Alliance, Johns Manville. Lutron Electronics.
Merit Foods, NAESCO (National Association of
Energy Service Companies). NAIMA (North i
American Insulation Manufacturers Association). |
Oracle. Primavera Foundation. REI Co-op.

Salesforce. Schneider Electric. Sonoran STEM |
Science Academy. TechNet. Tucson 2030 District.
Uplight. Wildwind Realty. LLC: The Historic Y
and Studio Y.

They  represent major  businesses.  trade
associations. employers. and large energy
consumers in Arizona. Collectively. they support
the use of renewable energy and energy efficiency
in the state and furthermore support strong.
enforceable clean energy standards in Arizona. |
Regarding the Energy Rules. they support: (i) A 33
percent by 2030 Electric Energy Efficiency
Resource Standard: and (ii) a 100 percent by 2050
carbon-free electricity standard.

Dixie Escalante Rural Electric _Association  Based on the comments provided. Staf |
(“Dixie-Escalante”), Inc., Jennifer Cranston,  does not recommend modification to the

Atty (1/22/21) NOPR.
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Dixie Escalante’s comments support the proposed |
R14-2-2702 *“Applicability™ provision.  This |
section makes the proposed Energy Rules
applicable to electric public service corporations |
that have “more than half of its customers located
in Arizona.” Dixie Escalante has approximately 10
percent of its customers that reside in Arizona. thus
pursuant to the applicability section. the proposed
Energy Rules would not apply to them.

|

Derr (1/22/21)

Southwest supports the role for natural gas utilities
as the proposed rules offer in Section R14-2-2712.
Southwest states that “natural gas customers will
benefit as natural gas utilities have the opportunity
to present Energy Efficiency Reports to the
Commission describing how the utility will offer
cost effective energy efficiency program for its
customers. The Company believes that R14-2-
2712 is critical as it maintains parity between
natural gas and electric utilities. f

Based on the comments provided. Staff
does not recommend modification to the
NOPR.

Interwest Energr_‘-'l!!ig.-u'e. Nate Blouin (1/22/21) |

' chronological order of appearance:

Interwest generally supports the Energy Rules but
does offer recommended modifications that. as |
stated by Interwest. “[slhould the ALJ and
Commission decide not to incorporate Interwest’s
suggested amendments. we  still  support
implementation of the proposed Rules.”
Interwest’s recommendations are as follows:

1) Under R14-2-2701. Delinitions: |
(i) Require the All-Source Request for Proposals™ |
(or “ASRFP”) to be overseen by an Independent
Monitor.

(i1) Under the definition of “Carbon Emissions™
include “biopower and biogas™ as a fossil fuel. [

Staff will address each comment in

1) (1) Regarding the request for the ASRFP
process to be overseen by an independent
monitor. Staff believes Section R14-2-
2714. Independent Monitor Selection and
Responsibilities. and specifically.
subsections R14-2-2714(A) and (F) is
sufficient in addressing the
recommendation of Interwest.

(i1) Staff believes that terms of a Biogas
Electric Generator and a Biopower
Electric Generator. pursuant to Rl14-2-
2703. should not be modified as
reccommended. Both are considered as
carbon-neutral resources.
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(iii) Under ~Dispatchable Resources™, include
inverter-based resources and energy storage.

2) Under R14-2-2703. Renewable Energy
Resources. for the descriptions ofa Biogas Electric
Generator and a Biopower Electric Generator.
include “greenhouse gas emissions. and particulate
emissions™.

3)  Under R14-2-2704. Clean  Energy
Implementation Plan. under (B)i4). Interwest
recommends moving the first interim target from
2032 to 2028. They also comment that they believe
2040 1s a reasonable target to aim for 100 percent
carbon emission reductions.

4) Under R14-2-2705. Development of Proposed
Load Forecast and Needs Assessment. under
subsection (A). include a provision an additional
load forecast related to sensitivities of fuel prices
and costs of carbon.

5) Under R14-2-2707. All Source Request for
Information. under (B)(2). to include an additional
stakeholder in a public workshop format: and a

prevent the utility from procuring a particular
resource or portfolio of resources found to be
prudent in the ASRFP process.™

6) Under R14-2-2708. ASRF1 Process: Integrated
Resource Plan Approval. delete subsection (D)(9)
related to the consideration of transmission to
inform resource planning and replace it with the
following “Opportunities to procure cost-effective
resources through participation in regional energy
markets or through development of transmission
infrastructure.”™

Additionally. under subsection (I). the following
modification: “The Commission shall issue a
decision approving a-Reseurce—Portfolio—the
Integrated Resource Plan to be implemented by the
| Load-Serving Entity.”

new provision (H) that reads “This rule shall not |

| the review of each Load-Serving Entity’s

(1i1) Stalt does not believe the inclusion of
the terms “inverter-based resource™ and

“energy resources” are necessary (o
identify.  Staft’ believes the definition

already sufficiently addresses these tvpes
of resources.

2) Please see Staff response (1)(ii).

3) Staff does not recommend adopting
Interwest’s recommendation of modifying
the date of the first interim target of the
carbon reduction standard under R14-2-
2404(B)4). Staff has engaged in an
extensive review process of the target
dates under this standard and believes that
2032 provides each utility enough time
and flexibility to achieve the standard
without need for filing waivers. Staff
notes that each applicable utility is unique
in its current sources for acquiring electric
energy and if the targets are shortened they
may not have enough time to reduce the
dispatch of energy generation resources
that currently emit carbon in a method that
is cost-effective to its ratepayers. In order
to reduce the potential consumer impacts.
Staff believes the 2032 date is necessary
and recommends no modification in this
date.

4) Staff does not recommend any
additional load forecasts be evaluated by
an applicable Load-Serving Entity. Staff
believes the recommendations under R14-
2-2705(A) are  appropriate and
furthermore. will be evaluated by Staff and
the Commission. At that time. Staff
encourages stakeholders to participate in

filings.

5) Staff does not recommend any change
to makeup of the RPAC is needed. Staff
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7) Under R14-2-2709. Implementation of Action
Plan. Interwest e¢ncourages the use of an
Independent Monitor to oversee the All-source
request for Proposals process. They suggest the |
following language be added to subsection (B):
“The Independent Monitor chosen in accordance
with R14-2-2714 shall oversee the ASRFP on
behalf of the Commission and shall ensure that the
ASRFP produced by a wtility incorporates
stakeholder input and does not favor the utility in
question. The ASRFP shall then be approved by
the Commission before being issued.™ They also
provide that for any bids submitted under this
process. a Load-Serving Entity’s Procurement
Activity Report shall include the number of bids
and the median price of the bids.

In conclusion. Interwest provides reference to a
survev from Yale Climate Opinion Maps 2020 |
showing that =73 percent of Arizonans believe that
carbon dioxide emissions should be regulated™.

|

believes the RPAC represents a diversely |

wide range of stakeholders across multiple
industries.  customer  classes. and
backgrounds.

6) Staff does not recommend the proposed
modifications regarding the ASRFI
section R14-2-2708 as recommended by
Interwest.  The ASRFI development
process is extensive enough to allow for
input from the RPAC. Staff. and the
Commission. Specific resources can be
considered and weighed in a Load-Serving
Entities proposed ASRFI at the time this
process is engaged. Staff does not believe
any further modification to this Section is
necessary at this time.

7) Please see Staff response No. 1. Staff
believes that the process a utility must
follow in retaining an independent monitor
is robust and should not be modified. Staff
does not believe any further modification
of the Independent Monitor section
pursuant to R14-2-2714 is necessary.

Based on the comments provided. Staff
does not recommend modification to the
NOPR.

City of Phoenix, Mayor Kate Gallego (1/22/21)

Staff will address each recommendation in

' chronological order of appearance.

The City of Phoenix supports the proposed targets
expressed in the Energy Rules. Specifically, they
support:

e ajust and equitable energy transition |
e 35 percent cumulative energy efficiency |

savings by 2030 |
e 100 percent clean energy by 2050, and

1) Regarding the recommended language
of allowing customers to add a greater
share of renewable energy from the market
through mechanism such as AG-X. Staff
believes that Commission Decision 77043
(January 16. 2019). which contains the
Commission’s adopted “Policy Statement
Regarding AG-Y Alternative
Generation/Buy-Through  Program™

is |
sufficient in addressing these customers at
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e 5 percent energy storage requirement by 2035 | this

(40 percent customer-owned or leased storage)

The City of Phoenix also provides a number of | through program.

modifications for consideration. They are as

follows:

1) Regarding renewable energy. they believe that
“there is a specific need for a mechanism that will
allow customers to add a greater share of
renewable energy in their portfolios not currently
offered by the utility while also avoiding anv cost-
shift to other customers. This could be done by
allowing customers to procure renewable energy
from the market through mechanisms such as AG-
X (in which case it might be named AG-
Renewables), through “sleeved purchases™ from a
renewable energy developer through the utility. or
through custom agreements made directly with the
utility™.

2) Regarding distributed energy
("DER™). thev recommend the Commission
consider a more ambitious distributed generation
target.

{ 76295 (August 18. 2017). approved an
| Alternative Generation Rate Rider AGX

resources

3) Regarding energy efficiency. recommends a | 2704B)(2).

I requirement that a specific share of net annual
revenue of regulated utilities be set aside to support
energy efficiency programs in underserved
neighborhoods and communities.

| time.
| modification to the NOPR.

time. In this Decision, the |
Commission directed regulated utilities to
adopt an alternative generation/buy-
Furthermore. Staff

notes that Commission Decision No.

("AG-X") in APS’s service territory.
Based on these Commission Decision.
Staft does not believe any modification to
the Energy Rules. as recommended by
City of Phoenix is necessary.

2) Staff does not recommend any
modification to the mandate concerning
DER  dispatchable  resources. or
specifically energy storage. and provided
under R14-2-2704(B)3). and further
addressed in the Energy Rules. Staff notes
that these mandates would be the
minimum requirement an applicable utility
must comply with.

3) Staff does not recommend any
modification to the mandates concerning
energy  efficiency under R14-2-

Staft has reviewed the recommendations
and does not believe they are needed at this
Staft does not recommend
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Advanced Eneroy Economy (‘t-iEE "), Shelby

Shults (1/22/21)

AEE generally supports the Energy Rules. They
provided comments on a number of the sections
contained in the Energy Rules such as: (i)
Economic benetits of the proposed energy rules:
(i) Net Metering successor tariffs (R14-2-2307):
(iti) Carbon emission reduction goal. demand-side
resource capacity requirements (R14-2-2704): (iv)
Load forecasting. integrated resource planning.
and resource procurement (R14-2-2705 through
2709): (v) Electric energy efliciency (R14-2-
2711): and (vi) Energy Storage System tariff (R14-
2-2713).

AEE strongly supports “green tariffs” or
comparable utility offerings that accompany
ambitious renewable resource development. They
encourage Arizona utilities and the Commission to
look into strengthening C&1 customer offerings in
subsequent proceedings to ensure that these
proposed energy rules produce maximum
economic benefits.

Regarding net metering tariffs, AEE recommends
allowing new customer entry into the existing
program with a clear timeline and rules for how the
state will eventually transition to the successor
lariffs.

Regarding compliance. AEE recommends that
RECs be utilized to ensure that portfolios are
meeting the requirements for carbon-free
generation in Arizona.

Regarding the RPAC. AEE recommends that the
Commission clarify if the RPAC will be created
via an application process to the LSEs.

Regarding electric energy efficiency. AEE
recommends that cost effectiveness be evaluated at
the program or portfolio level as opposed to
individual resource level.  Furthermore. they

Staft appreciates the comments of AEE.
Staff will address each of AEE’s
recommendations in chronological order
ol appearance.

Staff does not believe that the inclusion of
“ereen tariffs.” as described by AEE
should be considered in the context of the
rules at time. Staff believes the cost
recovery section of the Energy Rules
under R14-2-2718 properly addresses the
means for a utility to recover the cost for
compliance with the provisions of the
Energy Rules.

Regarding Net Metering. in Decision No,
75839 (January 3. 2017). the Commission
ordered Staff to file  potential
modifications to the current Net Metering
Rules. to comport with changes in
circumstances since their adoption. Such
modifications and discussion of the
proceedings are contained in Docket No.
E-00000J-14-0023: In the matter of the
Commission's Investigation of Value and
Cost of Distributed Generation. Statt does
not recommend modifving the proposed
modifications of the Net Metering Rules
contained in the NOPR.

Staff believes it has addressed the
recommendations of AEE related to RECs
in its response to CRS.

Staffdoes not recommend any changes to
sections R-14-2-2710 and R14-2-2711.
Staff believes any changes regarding the
energy storage system tarift be addressed
on a case-by-case basis so no modification
to R-14-2-2713 is needed. .

Staftt believes that all of AFE’s
recommendations have been addressed.
Based on the comments provided. Staff
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National Standard Practice Manual for Benefit-
Cost Analysis for Distributed Energy Resources to
incorporate a set of fundamental principles for
assessment. creating a multi-step process. and
developing guidance for secondary tests.

Regarding the energy storage system tariff. AEE
recommends that the tariff should strive to
compensate customer for response to dynamic
system-wide and local distribution needs.

suggest examining the developed framework of the l does not recommend modification to the

NOPR.

Ellen Zuckerman and Caryn Potter (1/22/21)

SWEEP provides an independent analysis of the
energy system and ratepayer impacts of the
Commission's Energy Rules conducted by
Strategen Consulting. They stated that in order to
conduct the analysis. Strategen built a capacity
expansion model of the Arizona power system and
determined the state's cheapest. most reliable mix
of energy options moving forward. The results of

the Energy Rule’s requirements (as approved in
November 2020).

The analysis identified the optimal. least-cost
electricity generation resource portfolio from 2021
through 2035 for APS and TEP. Regarding
ratepayer benefits. SWEEP highlights a number of
key findings:

across our state, including more than 28.000
jobs in Phoenix and 6.000 jobs in Tucson.

Soutinvest Eneroy Efficiency Préiécr |
(“SWEEP"),

e From 2010-2019. the efficiency programs of
TEP. APS. and UNS Electric delivered more |
than $1.4 billion in net economic benefits to all
Arizonans.

e [Efficiency has created more than 40.000 jobs

this least cost analysis were then compared with |

l

Staft has reviewed the recommendations
and does not believe changes are needed at
this time. Staff does not recommend
modification to NOPR.
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e 'i‘ogethcf_. APS and TEP's efti_cTency programs
have saved more than 15 billion gallons of

water. |
e From 2010-2019. APS's efficiency programs
alone avoided more than 1.000 MWs which is
equivalent to avoiding the construction of 10
combustion turbine units at  Ocotillo |
[Generating Station].
e From 2010-2019. every $1.00 of ratepaver

money invested in APS and TEP efficiency
programs returned ~$3.92 in total benefits to |
ratepayers.

SWEEP states that the Commission must act
expeditiously to finalize and implement the Energy
Rules to ensure reliable. least cost power for all
Arizona ratepayers. |

Solar_Energy Industries Association (“SEIA”)
and Arizona Solar Energy Industries Association,
Scott F. Dunbar, Atty. (1/22/21)

SEIA supports the Energy Rules™ proposed (i}|
requirement that electric utilities develop Clean

Energy Implementation Plans that will eliminate

all carbon emissions by 2030. with interim |
standards requiring a 30 percent reduction in
emissions by 2032 and a 75 percent reduction in
emissions by 2040: and (ii) the distributed energy
storage system tarift requirement.

At the Commission’s public comment hearing on
January 20. 2021. SEIA identified and described
several implementation issues with the proposed
Energy Rules. Upon further reflection. SEJA has
decided not to recommend any modifications to the
Energy Rules at this time. SEIA states that they
intend to be involved in future proceedings
implementing the Energy Rules and may raise
these implementation issues at the appropriate |
future time.

Staft’ does not believe any comment is
needed and does not recommend any
modifications to the NOPR.
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Western Resource Advocates (“WRA ”),_
Adam_Stafford, Atty. (1/22/21); and (Filed
1/22/21; Docketed 1/25/2)

WRA generally supports a clean energy standard
based on carbon emission reductions that requires
zero emissions by mid-century. They provide a
number of recommendations related to the Energy
Rules. as follows:

1) R14-2-2701 and R14-2-2704: WRA attached a
proposed amendment which modifies the
definitions in R14-2-2701 relevant to the carbon
rule in R14-2-2704(B)(4), as well as corresponding
changes to R14-2-2704.

First. WRA states that carbon dioxide (CO?2) is
completely absent from R14-2-2701. WRA
believes this to be an oversight and that the
definitions associated with “carbon emissions™
were intended to specifically reference “carbon
dioxide.” however. it is important that clarification
is made.

Second. WRA has proposed modification to other
definitions. such as “Arizona Load™ and “Annual
Carbon Emissions™,  They state that these
definitions have been proposed to resolve
discrepancies in the current definitions that specity
“retail” sales and those that do not. as well as
accounting for line losses associated with retail
load.

Third. WRA includes additional definitions such as
|| “Specified  Emissions™ and  “Unspecified
Emissions™ to differentiate between the emissions
from specific power plants. whether the plant is
owned by a utility or if the utility purchases the
power from a designated generating unit. from
those market purchases where the utility purchases
power but the generating resource is not identified.

Staff believes that all of WRA's
recommendations related to definitions
' have been addressed by Staff’s response to
CRS. Interwest and the City of Phoenix.
Regarding the Stakeholder process. Staff
believes that Stakeholders will have an
opportunity to participate in the review
| and evaluation of filings. Staft does not
| believe modification should be made.

Staff believes that all of WRA's
recommendations have been addressed.
Based on comments provided. Staff does
not recommend modifications to the
NOPR.

J
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[2) Interim Years in R14-2-2704. WRA |
recommends that the first interim vear in R14-2-
2704(B)(4) should be 2030 and not 2032.

3) Stakeholder Process: WRA suggests that
stakeholder engagement be added as a component
of the utilities” Clean Energy Implementation
Plans under R14-2-2704.

4) Carbon Accounting Mechanism. WRA states
that they understand that utilizing Clean Energy |
Credits (“CECSs™) or RECs would be a substantial
change from the current rule and does not advocate
incorporating their use at this time. Although.
WRA advocates that the Commission should
consider incorporating a CECs or RECs in its next
update. |

Additionally. WRA filed a list of 52 Arizona
residents who added their name in support of the
Commission's Energy Rules update as individuals
and not on behalf of WRA.

Western __ States _ Petroleum __ Association | At this time, Staff does not recommend the
(“WSPA"), Margo Parks (1/22/21) modifications proposed by WSPA. Staff
recommends maintaining the mandates in
WSPA encourages the Commission to avoid any | their current form under R14-2-2704. and
energy rules that would exclude the procurement | as ordered by the Commission in Decision
of certain types of fuel and technology resources. | No. 77829,

essentially picking winners and losers. without
considering a more flexible option that would
allow the most cost effective and reliable resources
to provide the desired emissions characteristics and
fill any potential gaps in service. WSPA supports
the three pillars that should serve as the foundation
of any energy rules that were discussed in the letter
filed by Chairwoman Marquez Peterson in this
docket: sustainability. reliabilitv. and cost-
effectiveness.

WSPA goes on to say that pursuant to subsection
R14-2-2704(B)(4). regarding an electric utility’s
requirement to meet a 100 percent reduction in
carbon emissions below a baseline carbon
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emissions level by December 31. 2050. the 100 !
percent emission reduction leaves little room for
flexibility related to fuel-. technology-. or
reliability-based needs. They state that certain
clean energy technologies, such as energy storage
required by Section R14-2-2704(B)(3). are still
unproven in their ability to cover extended periods
of demand and meet reliability requirements cost-
effectively. They believe that as an influx of
economically competitive renewables enters
Arizona's grid. natural gas resources will be crucial

to fill in the “gaps™ of Intermittency. which
requires on-demand energy from  spinning
reserves. typically supplied by natural gas.

developing new energy rules but does not support
the 100 percent carbon reduction standard as

i
WSPA commends the Commission's work on |
drafted. ‘

e Valuing

The Institute for Policy Integrity at NYU Law

(“Policy Integrity”),
Hiana Paul, et. al. (1/22/21)

In their comments. Policy Integrity makes |
reference to their October 15. 2020, comments in |
Docket No. R-00000V-19-0034 ~ In the Matter or
Resource Planning and Procurement in 2019. [
2020. and 2021, Their comments pertain to
requiring LSEs to not only provide quantities of
air pollutants they expect to emit in their respective
IRPs. but also monetized estimates of the damages
expected to result from those emissions. They state
that monetizing the emissions impacts from
pollutants would better inform comparisons of the
costs and benefits of different generation mixes.

Policy Integrity attached three studies to their
comments:

Pollution Reductions: How to
Monetize Greenhouse Gas and Local Air
Pollutant Reductions from Distributed Energy
Resources (2018).

| recommend modification to the NOPR.

Staff has reviewed the filings provided.
Based on the comments. Staff’ does not
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e Getting the Value of Distributed Energy
Resources Right: Using a Societal Value Stack
(2019): and

e Making the Most of Distributed FEnergy
Resources: Subregional Estimates of the
Environmental Value of Distributed Energy
Resources in the United States (2020).

Arizona Corporation Commissioner Justin Qlson

(1/22/21)

Commissioner Olson’s written comments can be
found in the docket filed on January 22. 2021,

hitps:/docket. images. azce. gov/0000202932 pdf?i=1614380930700

Staff does not have any comment on
Commissioner Olson’s written comments !
at this time.

Oral Comments (1/19/21 & 1/20/21)

Staff Response

Administrative Law Judge (“ALJ") Belinda A.
Martin did not ask Staft to address any specific
aspects of the NOPR although ALJ Martin did ask
Staff to provide a statement regarding the
rulemaking.

(can be found in the transcript of the

Staff's statement regarding the rulemaking |
was presented on January 19. 2021. and

proceedings. docketed on February 2.
2021,

contained in the NOPR:

¢ Jeanne Devine:

e (Char Hoffman:

o  Autumn Johnson. WRA:

e Richard Sigler:
e Will Humble. Arizona Public Health
Association:

e Rivko Knox:

e  Amy Douglas:

The fb_llthxing pzlnies_prn\'idcd oral comments in | Staff does not recommend any changes to |
general support of the proposed Energy Rules | the NOPR based on the comments

provided.
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e Kimberly Faddoul:

e Doug Bland. Arizona Interface Power andl
Light:

e Paul Getty:
e Kim Maddox: '
e Melissa Ramos. American Lung Association:

¢ Beth Ballmann:

®  Dr, Judith Anderson:

* Matt Derr. Southwest Gas Corporation:
* Doran Miller. The Western Way:

¢ Daniel Holcom:

* Amanda Ormond. Western Grid Group: |

e Andrea Packard. member of Mormon Women
for Ethical Government:

e Robert and Marquetta White.
e Sophia Von Hippel:

e Mark Weathers. Citizens™ Climate Lobby and |
the Climate Reality Project Organization.

» Gloria Montano. CHISPA Arizona: |
o Theo Massey:
e Diane Brown. Arizona PIRG: |

o Sandy Bahr. Sierra Club’s Grand Canyon
Chapter:

DOCKET NO. RU-00000A-18-0284
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'| e Rachel Scholes:
e Gabrielle Lawrence: Citizens Climate Lobby:
e Caryn Potter. SWEEP:

e Bret Fanshaw. Solar United Neighbors:

e Steven Zylstra, Arizona Technology Council: |
¢ Kuvle Kline:

e Kay Baldwin:
e Peter Lafford;

e Russell Lowes. advisory board member of
Arizonans for Community Choice;

e Julian Boggs. U.S. Energy Storage
Association:

e Frederick Davis: and

e Danielle Corbett. member of Mormon Women
for Ethical Government: |
}

DOCKET NO. RU-00000A-18-0284

Muaureen .f1»!{'l;n'de1 Individual

Ms. Mcbride comments on the November 2018 |
clection results of Arizona’s Proposition 127,

which did not pass. She describes that Proposition |
127 was a mandate that. if passed. would have |
replaced the current plan for increasing renewable

energy requirements from 135 percent by 2025 to a

percentage increasing annually from 12 percent in ‘
2020 to 50 percent in 2030. ,
She states that “regardless of ideological, political. |
or individual beliefs and disagreements on climate. |
carbon CO2 and renewable resources. because the
majority of’ Arizonans defeated Prop. 127. the ACC
| does not have the consent of the governed or the |

| Statt does not have any further comments |
| regarding Proposition 127.
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' mandate (o pass and force on Arizonans Article 27

Prop 127 majority vote.”

Energy Rules.™ She “request the court uphold the |

|

Nate Blouin, Interwest

Mr. Blouin's comments are generally in support of
the standards contained in the Energy Rules. Mr.
Blouin provides one proposal: to include language
that will consider the benefits of regional markets
and transmission development which can save
Arizona ratepavers billions of dollars over the time
frame considered during resource planning.

Staft has addressed the comments of
Interwest in the written comments section
of this report. Staft does not believe any
further comment is necessary.

Dr. Judith Anderson, Individual

Dr. Anderson is in general support of the Energy
Rules and urges the Commission to vote on the
proposed rules immediately. She continues to
provide a few suggestions:

1) She questions why there is no accountability for
utilities is built into the proposed rules: and

2) She requests that the ACC mount an immediate
legal challenge to Senate Bill 1175 and the
companion House Bill.

- Staft has no comment to any proceedings

The Energy Rules contained in the NOPR.
if passed would become a legally
enforceable Article of the Arizona
Administrative Code. The Commission is
granted authority under Article XV. § 3,
Constitution of Arizona and A.R.S. § 40-
202 et seq. to adopt rules and take any
action on noncompliance of its Rules by a
regulated utility pursuant to Title 14,
Chapter 2 of the Arizona Administrative
Code.

currently ongoing at the State legislature at
this time.

Todd Jones, CRS

Mr. Jones of CRS provided oral comments in line
with the filed written comments outlining CRS’s
proposed modifications of the Energy Rules. The
written comments of CRS have been included in
written comments section of this report.

Staff has addressed the comments of CRS |
in the written comments section of this

report.

Scott Dunbar, SETA

in support of the Energy Rules. Mr. Dunbar had a
number of recommendations to the Energyv Rules.
In SEIA’s written comments. SEIA referenced

Mr. Dunbar of SEIA provided comments generally |

Staff does not believe anv comment is
necessary.
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their initial recommendations through their oral
comments but retracted these comments and
decided not to recommend any modifications to the
Energy Rules at this time.

A brief overview of SEIA’s recommendations in |
their oral comments include:

1) Adding a Selar Energy representative to a
Utility’s required RPAC:

2) Adding an additional priority that a Utility must
consider in developing their IRP. specifically. a |
mandatory criterion to minimize the occurrence
and appearance of anticompetitive behavior and
self-dealing between the electric utilities and
affiliated interests. Additionally. to add similar
language for an Independent Monitor to analyze |
their evaluation: and [

3) Removing the Utility’s reporting requirements
related to a third-party owner operation and
maintenance costs. B _ _
Michael Sheehan, TEP and UNS Electric Staff has responded to the comments of

TEP and UNS Electric in the written

comments section ol this report.

Mr. Sheehan. on behalf of TEP and UNS Electric
has supplemented his oral comments with written
comments to the docket.

Julian Boggs, U.S. Energy Storage Association | Staff does not object to the proposed
(“ESA") - modification by ESA but does not believe
| it is necessary at this time. Staff believes |
Mr. Boggs on behalf of ESA presented comments | that the interpretation of the referenced
generally in support of the Energy Rules. ESA did | section is clear and does not directly result
provide a technical language recommendation | inany negative unintended consequences.
related to the energy storage section of the Energy
Rules. ESA recommends including the term |
“contracted™ along with owned and leased in the
description of the customer-sited energy storage
systems for the purposes of the energy storage
system tariff and the energy storage target. ESA
states that Customer ownership and leases are
common business models in the energy storage
market. Energy storage site at a commercial and |
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industrial location is commonly contracted as a I
service rather than owned or leased by the |
| customer. |

SUMMARY OF STAFF RECOMMENDATIONS
Based on Staff’s review of the written comments filed to the docket during the formal
comment period and the oral comments provide at the telephonic oral proceedings. Staff does not

believe changes are necessary and recommends adoption of the rules approved in Decision No.
77829,

ECONOMIC IMPACT STATEMENT

Pursuant to Decision No. 77829. Staff should file a revised EIS on February 26.2021. Staff
will separately docket a report containing its revised EIS.
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Summary of the Comments Made on the Rulemaking and the Agency Response to Them,
Prepared Pursuant to A.R.S. § 41-1001(14)(d)(iii)

The written and oral comments received by the Arizona Corporation Commission (“Commission’)
concerning the Notice of Proposed Rulemaking (“NPRM?”) are included in the following table,
along with the Commission’s response to each. The Commission has included several comments
received before the NPRM was published on December 18, 2020, but after Commission Decision
No. 77829 (November 23, 2020), which adopted the language for the NPRM.

Written Comments on NPRM

Public Comment

Commission Response

HM® Enerey, Inc.. Dr. Hiroshi Morihara, Ph.D.
(December 3. 2020)

HM® Energy, Inc. (“HM®”) expressed support for the
carbon emission standards adopted by the Commission
in the Energy Rules, but encouraged the use of
“biocoal” to achieve the reduction in carbon emissions.

HM? stated that fire suppression has resulted in excess
fuels in Northern Arizona’s forests, posing a severe
risk of wildfire, and that the U.S. Forest Service has
been unable to support the necessary thinning and
restoration projects because of the low value of wood.

HM? stated that its “biocoal” production uses biomass
from forests and has several positive benefits,
including using existing coal-fired power plans for the
rest of their useful lives; reducing the number of wind
and solar farms needed along with the required
transmission lines; restoring forests and reducing the
harmful effects of forest fires, including carbon
emissions; reducing emissions from coal-fired power
plants; and creating jobs. Additionally, HM? noted that
it received a 2019 Wood Innovations grant from the
U.S. Forest Service and has completed Phase I
engineering for the first commercial “biocoal”
production plant.

HM?® did not make specific suggestions regarding the
NPRM, but expressed an interest in working with the
Commission regarding the biomass issue.

Under R14-2-2703(A), “Renewable
Energy Resource” includes a biopower
electric generator using as fuel plant-
derived organic matter available on a
renewable basis and with zero net life-

cycle carbon emissions, expressly
including several types of forest
products. The Energy Rules allow

utilities flexibility in achieving the
requirements of the rules through a mix
of Renewable and Clean Energy
Resources, as described in the utility’s
Clean Energy Implementation Plan.

On May 12, 2017, the Commission
opened Docket No. E-00000Q-17-0138,
titled Commissioner Dunn's Inquiry into
the Role of Forest Bioenergy in Arizona,
the purpose of which was to investigate
using forest bioenergy from public lands
for energy because biomass fuel is a
carbon-neutral renewable energy source
that can reduce the risk of wildfires. On
January 26, 2019, the Commission
issued Decision No. 77045, adopting the
Commission’s Policy Statement
Regarding the Role of Forest Bioenergy
in Arizona (“Biomass Policy”). The
Biomass Policy discusses the benefits of
and the concerns from using forest
biomass as a fuel source. The Biomass
Policy ultimately encourages the
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development of alternative uses for
forest biomass that have little or no
impact on ratepayers, and finds multiple
positive externalities from the use of
forest biomass fuel for electric
generation. On February 22, 2019, in
Decision No. 77090, the Commission
ordered all utilities affected by the
Renewable Energy Standard and Tariff
(“REST”) Rules to begin working with
Staff to develop a comprehensive plan
for biomass generation as part of each
utility’s REST plan.

The Commission concludes that no
change is needed in response to the
comments. The Commission’s Biomass
Policy sufficiently addresses forest
biomass, and the Energy Rules allow the
use of forest biomass as part of a utility’s
Resource Portfolio without prescribing
inflexible standards for its use.

Abhay Padgaonkar (December 9, 2020)

Mr. Padgaonkar’s comments on December 9, 2020,
responded to an opinion column in the Arizona
Republic critical of the Energy Rules and supportive of
the use of natural gas. He provided a copy of his
published response, which stated that natural gas is
composed of 70-90% methane, which is a greenhouse
gas; asserted that methane leaks during natural gas
production can cancel the benefits of eliminating coal,
and noted that emissions from natural gas exceeded
emissions from coal last year in the U.S. Mr.
Padgaonkar’s comments included a list of resources
and concluded that “the Commission must remain
vigilant about the prudence of future clean-energy
decisions and investments APS and other utilities
make rather than simply rubberstamping them” so that
ratepayers are required to pay regardless of the
outcome.

The Commission appreciates the support
for the Energy Rules.

R14-2-2718 provides that a utility’s
costs to comply with the Energy Rules
will be allowed only if the Commission
determines in a rate case that the costs
are prudent. In addition, the Energy
Rules focus on the early stages of the
development of the Clean Energy
Implementation Plan, which the
Commission expects will help ensure
that the utility’s generation resources
will be acceptable to the Commission.

The Commission concludes that no
change is needed in response to these
comments.

Mackenzie McGuffie (dated December 18, 2020, and
filed December 21, 2020)

Ms. McGuffie expressed support for the rulemaking
and a transition to carbon-free and renewable energy.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Amy Douglass. member of Clhimate Reality Project
Greater Phoenix Chapter (dated December 21, 2020,
and filed December 22, 2020)

Ms. Douglass expressed support for achieving 100%
clean energy by 2050, discussed the threat of global
climate change, and discussed the economic benefits
of transitioning to clean energy.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Mark Weathers, Citizen’s Climate [Lobby Phoenix
Central Chapter and the Climate Reality Project
Greater Phoenix Chapter (dated December 20, 2020,
and filed December 22, 2020)

Mr. Weathers expressed support for the requirement of
100% clean energy by 2050 as a means to combat the
imminent and existential threat of global climate
change to food supply, national security, and the
economy. Mr. Weathers stated that the managed and
gradual reduction proposed in the Energy Rules
provides the best balance between saving society and
inevitable disruptions and that thousands of new jobs
will be created. Mr. Weathers stated that fossil fuels
have made everything we have possible but also
threaten everything we have. He provided extensive
information about the current state of climate change
and its threats.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Todd Madeksza, Flagstaff City Council (dated
December 28, 2020, and filed December 29, 2020)

Mr. Madeksza stated that the Flagstaff City Council
encouraged the Commission to adopt the clean energy
standard of 100% carbon-free clean energy by 2050.
He noted that the City of Flagstaff had declared a
Climate Emergency and an intent to achieve carbon
neutrality by 2030.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Arizona Technology Council, Steven G. Zylstra

(January 6, 2021)

Arizona Technology Council (“ATC”) encouraged the
Commission to adopt the Energy Rules, specifically
expressing support for the carbon-free, energy
efficiency, and energy storage standards.

In addition, ATC noted that it and the Western Way
had convened a stakeholder process to generate ideas

The Commission appreciates the
supportive comments. In addition, the
Commission notes that the Energy Rules
are compatible with the technological
innovation encouraged by ATC in its
comments and report. The Energy Rules
promote energy efficiency measures and
permit use of a diverse range of
Renewable Energy Resources. Also, to
the extent that technological innovation
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and recommendations for incorporating clean energy
innovation into the State’s economic recovery. The
process culminated in a report entitled Innovation and
Clean Energy Industry Recommendations for
Economic Recovery: Policy Options for Arizona's
Business Community, avatlable at
www.aztech.council.org/public-policy, which outlines
economic benefits of energy innovation and includes
recommendations for policymakers.

The report specifically recommends: (1) encouraging
support of demand-side adoption of energy efficiency
measures and clean and renewable energy
technologies, with additional provisos; (2) investing in
infrastructure and identifying opportunities for public-
private partnerships; (3) planning for integration of
renewable hydrogen into energy portfolios and the
economy; (4) supporting policies that encourage
advanced manufacturing and bring talent into the clean
energy and advanced manufacturing sectors; and (5)
prioritizing clean and renewable energy opportunities
by creating a state office or designated specialist at the
Arizona Commerce Authority.

results in technologies that are not
enumerated, the Energy Rules provide
for Commission approval of new
technologies as Renewable Energy
Resources.

No change is needed in response to these
comments.

Marjorie Shavlik (dated Januvary 7, 2021, and filed
January 11, 2021)

Ms. Shavlik expressed support for the Energy Rules,
specifically the 100% clean energy standard by 2050.
She stated that even though some utilities had stated an
intention to transition to more clean energy, it was
important to set specific goals and have milestones and
accountability in meeting those goals due to climate
change and its consequences. Ms. Shavlik further
stated that the Energy Rules will help stimulate clean
energy industries and generate the kind of jobs needed
to recover economically from the COVID-19
pandemic.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

The Western Way. Doran Arik Miller (dated January
15, 2021, and filed January 14, 2021)

Mr. Miller praised the extensive and bipartisan
stakeholder process used to create the Energy Rules
and expressed support for 100% carbon-free electricity
by 2050, the updated energy efficiency standard, the
battery storage requirement, and the updated
Integrated Resource Plan (“IRP”) process that includes

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

DECISION NO.




DOCKET NO. RU-00000A-18-0284

both an advisory committee and a competitive all-
source bid process to drive lowest cost resources and
benefit customers. Mr. Miller stated that the Energy
Rules will provide the long-term market certainty
needed to support utilities as they work toward
compliance and will spur rural economic development.
Mr. Miller also stated that polling by The Western Way
showed 87% of Arizona voters believe government
should play a role to accelerate the development and
use of clean energy and 60% of Arizona voters support
creation of proactive low emission solutions to ensure
compliance with federal Clean Air Standards. Mr.
Miller further stated that a 2019 economic impact
study released by The Western Way and the Yuma
County Chamber of Commerce found that 34 rural
renewable projects constructed in Arizona from 2001
to 2017 resulted in economic benefits to rural Arizona
including $9.4 billion contributed to the economy,
17,971 jobs, $1.2 billion in wages to employees, and
$16.7 million in state and local tax revenues. Mr.
Miller stated that the study further showed annual
contributions after construction of $63 million along
with more than 700 jobs with combined wages of more
than $33 million and nearly $1 million in property tax
revenues benefiting schools. Mr. Miller stated that the
costs of renewable energy continues to fall to make it
competitive with conventional generation and that
costs for utility scale short duration lithium-ion storage
continues to increase, making solar photovoltaic
(“PV”) with storage systems economically attractive.

Randy Miller; Kim Bartnikowski (January 14, 2021)
Mr. Miller and Ms. Bartnikowski both expressed
support for the Energy Rules. Mr. Miller also stated
that Arizona needs to use more renewable energy,
especially rooftop solar, to address climate change.

The Commission appreciates the
supportive comments.  Although the
Energy Rules are technology neutral in
terms of generation resources, the
Commission expects that they will result
in significant increases in the use of
renewable energy resources to meet the
clean energy standard. No change is
needed in response to these comments.

Joint Stakeholders (January 19 and January 21, 2021)

On January 19 and 21, 2021, joint comments were filed
on behalf of the American Council for an Energy-
Efficient Economy, American Lung Association,
Arizona Interfaith Power and Light, Arizona Solar
Industries Association, AZ Public Health Association,

The Commission appreciates the
supportive comments. A number of the
reports listed in Appendix A were used
by Staff and the Commission in the
development of the Energy Rules, and
some have been cited by Staff in the EIS.
In addition, the written and oral
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Chispa Arizona, Citizen’s Climate Lobby, Elders
Climate Action, Natural Resources Defense Council,
Northern Arizona Climate Change Alliance, Pima
County, Prescott Interfaith Climate Action Team,
Sierra Club, Solar Energy Industries Association,
Solar Gain, Solar United Neighbors, Southwest
Energy Efficiency Project, Sunrun, Vote Solar,
Western Grid Group, Western Resource Advocates,
and Yavapai Climate Change Coalition. The January
21, 2021, comments included all of those listed above
as well as Té Nizhéni Ani (collectively “Joint
Stakeholders™).

The Joint Stakeholders expressed strong support for
the Energy Rules, including the carbon-free standard
and interim standards, the energy efficiency standard,
the distributed storage standard, and the improvements
to the IRP process. The Joint Stakeholders noted that
the Energy Rules are necessary to address climate
change and were the product of an extensive process
involving significant stakeholder input.

The Joint Stakeholders included two appendices.
Appendix A describes various analyses, studies, white
papers, reports, and original research that the Joint
Stakeholders identify as documenting the public
interest case for the Energy Rules. Appendix B is a list
of 353 organizations and individuals that have
submitted written comments in support of the Energy
Rules from November 9, 2018, to January 6, 2021, and
a list of 62 individuals that provided supportive oral
comments on behalf of themselves or various
organizations between April 30, 2019, and March 11,
2020.

comments provided by the numerous
Stakeholders listed in Appendix B were
essential to the development and
refinement of the Energy Rules.

No change is needed in response to these
comments.

Theresa A. Paszkiewicz (January 19, 2021)

Ms. Paszkiewicz expressed support for the Energy
Rules to address climate change, clean air, water
conservation, health, and the economy. In particular
she expressed support for the clean energy standards
and interim carbon emission standards, the energy
efficiency requirements, distributed generation,
preferential siting of renewable resources in coal-
impacted communities, and a transparent and
accountable planning process.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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115 Clergy and Faith Leaders (dated January 14,2021,
and filed January 19, 2021)

One hundred and fifteen clergy and faith leaders signed
a letter expressing support for the Energy Rules,
specifically the carbon-free standard and interim
standards, the energy efficiency standard, the
distributed storage standard, and the improvements to
the IRP process.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

American Lung Association, JoAnna Strother and
Melissa Ramos (January 20, 2021)

The American Lung Association expressed support for
the Energy Rules, including the carbon-free electricity
standard by 2050 and benchmarks. The American
Lung Association believes that the Energy Rules are
necessary to address the impacts of climate change and
to achieve clean, healthy air. The Association’s 2020
State of the Air report indicated that 6 million
Arizonans, 85% of all residents, live in counties with
failing grades for ozone or particle pollution. In
addition, the Phoenix metropolitan area is included in
the Top Ten Most Polluted Cities for ozone and
particle pollution. The Association noted that poor air
quality contributes to many negative health impacts,
including asthma, heart attacks, stroke, lung cancer,
and premature death. The Association also included a
polling memo that, inter alia, concluded that Arizona
voters overwhelmingly recognize that climate change
presents a significant present-day threat, that the
majority of Arizona voters want to see the state use
more solar and wind, that many Arizona voters want to
see the state use less oil and coal, and that most
Arizona voters want to see America make significant
investments in clean energy and benefit communities
most impacted by pollution.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Center for Resource Solutions, Todd Jones (January

20, 2021)

The Center for Resource Solutions (“CRS”) provided
nine comments and recommendations  for
modifications to the Energy Rules, primarily related to
the required documentation for an electric utility to
demonstrate its ability to deliver energy from Clean
Energy Resources and Renewable Energy Resources
as required by R14-2-2704(D).

(1), (2), (3) The Commission disagrees
that RECs should be incorporated into
the Energy Rules as a mandatory
compliance instrument. The utility has
the burden of demonstrating compliance
with the Energy Rules, including the
requirement to demonstrate the ability to
deliver energy from Clean Energy
Resources and Renewable Energy
Resources under R14-2-2704(D).
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(1) CRS stated that utilities need a *“uniform
compliance instrument” to demonstrate delivery of
clean and renewable energy and to track carbon
emissions in compliance with R14-2-2704(B)(4). CRS
noted that carbon emissions associated with retail sales
of electricity cannot be directly measured and should
reflect exclusive ownership of tracked and verified
generation attributes, It stated that the tracking and
verification methods in the Energy Rules are
insufficient, and additional requirements and the use of
a compliance instrument are necessary to track and
verify the delivery of clean and renewable energy and
to track and verify greenhouse gas emissions, ensuring
the integrity of a clean energy standard.

(2) CRS recommended that utilities be required to use
renewable energy certificates (“RECs”), specifically
Western Renewable Energy Generation Information
System (“WREGIS™) certificates, as the compliance
instrument to demonstrate delivery of renewable
energy and associated carbon emissions to customers
and track attributes in compliance with R14-2-
2704(B)(4). CRS stated that the use of WREGIS
certificates would prevent double counting, which
could occur if an electric utility reports zero-emissions
energy from a renewable energy resource to the
Commission, while the WREGIS certificate associated
with the same amount of generation is used for
compliance or to serve voluntary customers in a
different state or different customers in Arizona. CRS
noted that RECs are a legally enforceable contractual
instrument for verifying the use and delivery of
renewable electricity. CRS recommended adding
definitions for REC and WREGIS in the Energy Rules
and adding a requirement in or after R14-2-2704(D)
that states, “compliance shall be monitored, accounted
for, and transferred through the use of RECs as
recorded by the Western Renewable Energy
Generation Information System.” CRS further stated
that for clean energy resources where WREGIS
certificates currently are not issued, such as large
hydropower, the Commission should require utilities
to demonstrate contractual specification of acquisition
and retirement of nonpower generation attributes,
specifically documentation that the attributes have

Utilities would incur additional costs,
including administration costs, from
generating or acquiring RECs and from
participating in the WREGIS. These
costs would be reviewed in a rate case,
and potentially would be recoverable
from ratepayers. The Energy Rules
account for the differences among
electric utilities in their size, service
territory, administration, and how each
acquires energy. The Energy Rules
intentionally provide electric utilities
flexibility in how to demonstrate their
compliance with the carbon emissions
standard in R14-2-2704(B)(4), and
expressly allow Staff (in RI4-2-
2704(M)) the ability to seek additional
information demonstrating compliance
with the carbon reduction mandate and
to obtain an independent consultant if
necessary to perform the analysis. The
Clean Energy Implementation Plans are
reviewed by Staff and considered by the
Commission at an Open Meeting,
providing adequate opportunities to
ensure compliance. The Commission
finds that a requirement for a utility to
acquire RECs is not necessary and may
impose unnecessary costs on ratepayers.

(4), (6) The Commission finds that the
definition of “Carbon Emissions™” as
included in the NPRM is sufficiently
clear, The Commission also finds that
the definition of “Baseline Carbon
Emissions Level” as included in the
NPRM should be clarified by adding at
the end of the definition *, and calculated
in accordance with R14-2-2704(E),” to
ensure that stakeholders reading the
rules do not overlook this subsection
concerning how the Baseline Carbon
Emissions Level is to be determined.
Because R14-2-2704(B)(4) specifically
refers to reductions in Carbon Emissions
below a utility’s Baseline Carbon
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been contractually retired on the utility’s behalf or
cannot otherwise be transacted. CRS raised concerns
that the Commission is creating a barrier to private
investment by not using RECs because investors will
not make investments in renewable energy that can be
double counted.

(3) CRS stated that RECs are the appropriate
compliance instrument for the clean energy standard in
the Energy Rules because emissions allocated to
Arizona load should match the fuel type allocated to
Arizona load, and RECs are the only way to ensure
alignment of fuel type and emissions. CRS noted that
states with similar emissions-based and load-based
clean energy standards use RECs to track emissions,
and that RECs are recognized for their role in retail
carbon accounting by various governmental agencies
and non-governmental organizations.

(4) CRS stated that there is an inconsistency between
the emissions that must be reduced and reported
annually, and the baseline against which the reduced
emissions are measured. CRS stated that “Baseline
Carbon Emissions Level” under R14-2-2-2701(8) and
R4-2-2704(E) is defined as a utility’s emissions
“associated with energy produced from all generating
units used to serve its kWh sales,” and under R14-2-
2701(13), “Carbon Emissions™ is defined as emissions
from generating sources. CRS stated that the Baseline
Carbon Emissions Level represents retail sales but
Carbon Emissions represents generation sources, and
R14-2-2704(B)(4) requires an electric utility to
achieve a 100% reduction in Carbon Emissions from
generation sources below its Baseline Carbon
Emissions Level associated with retail sales. CRS
recommended (1) revising the definition of “Carbon
Emissions” in R14-2-2701(13) to be the carbon
emissions associated with resources used to serve a
utility’s retail sales; or (2) revising the clean energy
standard in R14-2704(B)(4) to require that utilities
reduce the Carbon Emissions associated with the
resources used to serve retail sales below its Baseline
Carbon Emissions Level and revising the requirements
in R14-2-2704(C)(3) and R14-2-2710(A) to require
reporting of Carbon Emissions associated with retail
sales.

Emissions Level, which i1s determined
using retaill kWh sales per R14-2-
2704(E), it should be clear that the
Carbon Emissions that are to be reduced
under the Energy Rules are those
associated with a utility’s retail kWh
sales.

In response to CRS’s concern that
reporting  requirements are  not
sufficiently consistent with the clean
energy standard requirements, the
Commission  finds  that R14-2-
2710(A)(5) and R14-2-2704(C)(3)(b)
should be clarified by inserting “retail”
before “kWh.” The addition of “retail”
is consistent with the requirements of
R14-2-2704(B)(4), (C)(3)(f), and (E).

The Commission disagrees that adoption
of an established methodology for
determining Baseline Carbon Emissions
Level, total Carbon Emissions, and total
Carbon Emission reductions is necessary
and in the public interest. The Energy
Rules, in R14-2-2704(E) through (M),
provide an extensive process for
establishing, reviewing, and verifying
the Baseline Carbon Emissions Level,
including a stakeholder process and
independent third-party verification.
This collaborative process is preferable
to a mandatory established
methodology. The Energy Rules are
intentionally  flexible and provide
significant opportunities for stakeholder
input, review by Staff, and approval by
the Commission.

(5) The Commission finds that with the
revision to R14-2-2705(A)(10)
described above, the annual reporting
requirements are sufficiently clear and
consistent with the requirements for the
Clean Energy Implementation Plans.
Again, the utility has the burden of
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(5) CRS stated that there are inconsistencies between
the annual reporting requirements and the
requirements for Clean Energy Implementation Plans.
CRS noted that the data to be reported in R14-2-
2710(A)(1) and (5) differs from the metrics required in
R14-2-2704(C)(3) for Clean Energy Implementation
Plans. CRS recommended that the energy and
emissions information reported under the annual
reporting requirements in RI14-2-2710(A) be
consistent with the information included in the Clean
Energy Implementation Plan under R14-2-2704(C)(3).
CRS also recommended that the energy and emissions
information reported be verified by a third-party,
similar to the requirement for reporting the Baseline
Carbon Emissions Level. CRS further recommended
that the Commission clarify whether energy
“obtained” by a utility, energy from units “used to
serve its kWh sales,” and energy that it is “[able] to
deliver to its Customers” are equivalent and can be
demonstrated based on the documentation provided in
R14-2-2704(D).

(6) CRS stated that the Energy Rules do not include a
standardized methodology for calculating Baseline
Carbon Emissions Level, and that standardized
methodologies are missing for Total Carbon
Emissions, and Total Carbon Emissions reductions.
CRS recommended that the Commission provide a
standardized methodology for calculating emissions
and baseline emissions levels, including accounting
rules specifying that RECs must be retired by utilities
on behalf of their Arizona load in order to assign the
emissions of a renewable resource to delivered energy
for the purposes of the reporting requirements in R14-
2-2704(C)(3)(h), R14-2-2704(F), and RI14-2-
2T10(A)(S).

(7) CRS stated that the Energy Rules do not specify
how utilities will demonstrate that the source of energy
used to charge a storage system is a clean or renewable
energy source as required by R14-2-2704(D)(3). CRS
recommended that the Commission provide more
detail on how utilities can demonstrate the source used
to charge a storage system, what documentation would

providing sufficient information to the
Commission to establish compliance.
The terms for which CRS has requested
clarification have commonly understood
meanings and are clear and
understandable as used in the Energy
Rules. The  Clean  Energy
Implementation Plan and the annual
reports will be filed with the
Commission for review. Because of the
opportunities for review by Staff and the
Commission, a mandatory requirement
for third-party verification is an
unnecessary expense for which each
utility would likely request recovery
from ratepayers.

(7) R14-2-2704(D)(3) requires an
electric utility to provide documentation
of the source of the energy used to
charge an Energy Storage System. That
information is required to be included in
the Clean Energy Implementation Plan,
which will be reviewed by Staff and
approved by the Commission. The
Commission does not believe that
additional specification is necessary to
direct electric utilities on how to meet the
requirements of the rules and what
specific information should be required
to prove the source of energy used to
charge a storage system. Under R14-2-
2704(M), Staff can require additional
information, data, and analyses, and can
request an order from the Commission to
require the utility to fund an independent
consultant to assist in analyzing the
Clean Energy Implementation Plan if
necessary. Ultilities should be afforded
flexibility in meeting their burden of
proving compliance with the Energy
Rules, with sufficient opportunity for
Staff to request additional information
when needed. Prescriptive requirements
for specific documentation may not be
consistent with future developments in
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be acceptable, and the requirements for verification
and compliance.

(8) CRS commented that annual reporting of supply-
side resource data under R14-2-2710(C) should
include whether RECs were obtained and retired, and
the quantity of RECs obtained and retired in the
WREGIS for the utility’s load and sales for renewable
generation units.

(9) CRS stated that clean and renewable energy
imported to California, such as through the Energy
Imbalance Market, should not be counted toward
compliance with Arizona’s clean energy standard
because of the risk of double counting. CRS
recommended that the Commission include a general
provision prohibiting double counting, a requirement
for retirement of RECs associated with renewable
energy that is used for compliance with the clean
energy standard, and a provision prohibiting renewable
energy that is imported to California from being used
toward compliance with R14-2-2704(B)(4).

the industry, which could be
accommodated through the existing
requirement.

(8) As stated above, because the

Commission does not find that RECs
should be incorporated as a mandatory
compliance instrument into the Energy
Rules, a requirement to include data
regarding RECs in an electric utility’s
annual reporting of supply-side resource
data under R14-2-2710(C) similarly
should not be required.

(9) The Commission disagrees that
market purchases should be excluded
from determining an electric utility’s
compliance with the Carbon Emissions
standard in R14-2-2704(B)(4). Market
purchases are a necessary component of
providing reliable and affordable energy
to customers and should be considered as
part of a utility’s compliance with the
Energy Rules.

The Commission finds that no changes

are needed in response to these
comments.
Ginny Dickey, Mayor, Town of Fountain Hills (dated | The Commission appreciates the

January 14, 2021, and filed twice on January 20, 2021)

Mayor Dickey urged the Commission to approve the
Energy Rules, stating that as a former ADEQ staffer
who assisted the late Senator Carolyn Allen in passing
clean air laws and other legislation that has benefitted
Arizona, she believes the Energy Rules will also help
Arizona attract residents and businesses.

supportive comments. No change is
needed in response to these comments.

Arizona Public Service Company (January 20, 2021)

Arizona Public Service Company (“APS”) expressed
general support for the Energy Rules. APS raised one
concern regarding the reporting deadline set forth in
R14-2-2710, which contains reporting requirements
for electric utilities to be filed by January 31 of each
year for the prior calendar year, beginning on January
31, 2022. APS requested a deadline of April 1 of each

R14-2-2710 requires an electric utility to
file, by Januwary 31 of each year,
beginning on January 31, 2022, a report
describing its compliance with the Clean

Energy Implementation Plan
requirements in R14-2-2704(B). The
report must include information

regarding energy production, capacity,
and cost; carbon emissions; capacity of
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calendar year because it believes a January 31 deadline
does not allow it sufficient time to compile the
requested information. APS suggested that an April 1
reporting deadline would align with other similar
reporting requirements currently in place.

energy storage systems; and capacity of
distributed storage. The report also must
include certain items of demand-side
resource data and supply-side resource
data. Electric utilities also are required
to file an annual Procurement Activity
Report by May 1 of each year, beginning
on May 1, 2024.

The data required to be filed by R14-2-
2710 can be gathered on a cumulative
basis throughout the calendar year,
lessening the burden for the utility to
provide the report by January 31 of each
calendar year. The January 31 deadline
ensures that in the event there are
compliance issues or other concerns
raised in the reporting, the issues can be
addressed by the Commission promptly
and corrections can be made early in the
year. Additionally, in years in which
Clean Energy Implementation Plans will
be filed, it allows Commission Staff time
to review the reported information
before the Clean Energy Implementation
Plan filings are made.

To the extent that special circumstances
prevent an electric utility from
complying with the reporting deadline,
R14-2-2716 allows the Commission to
grant a waiver or exemption from any
provision of Article 27 upon a finding of
good cause and a finding that granting
the waiver or exemption will not harm
the public interest.

The Commission finds that no change is
needed in response to these comments.

The City of Scottsdale (January 20, 2021)

City of Scottsdale Mayor David D. Ortega, Vice
Mayor Solange Whitehead, and Councilmembers
Tammy Caputi, Tom Durham, Betty Janik, Kathy
Littlefield, and Linda Milhaven expressed support for
the Energy Rules, which they believe will help cities
reach their climate action and clean energy goals.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Specifically, they expressed support for the carbon-
free standard to enable cities to protect citizens from
the impacts of climate change by investing in
innovative and next-generation technologies, the
energy efficiency standard to reduce carbon emissions
in a cost-effective way, the distributed storage standard
to provide cities the opportunity to participate in
customer-sited power generation, and the resource
planning rules that will provide local governments the
opportunity to participate in the utility planning
process.

Pima  County, C.H. Huckelberry, County
Administrator (dated November 12, 2020, and filed
January 21, 2021)

Pima County expressed support for the Energy Rules’
requirements for energy efficiency, renewable energy,
energy storage, and clean energy, which will provide
reductions in carbon and other greenhouse gas
emissions. Pima County also expressed support for the
filing of Clean Energy Implementation Plans every
three years and maintaining the requirement that IRPs
be updated every three years with the involvement of
stakeholder advisory groups. Pima County expressed
concern for any specific technological requirement to
meet the clean energy and renewable energy goals.
Pima County also stated that it would prefer more
incremental dates for increasing the percentage of

The Energy Rules as contained in the
NPRM do not contain a technology-
based renewable energy or clean energy

standard. Instead, the Energy Rules
mandate a reduction in carbon
emissions, with incremental interim

standards of 50% by 2032, 75% by 2040,
and 100% by 2050. The Commission
finds that the interim standards are
sufficient to ensure that carbon
emissions reductions are accomplished
in a reasonable timeframe while
allowing each utility adequate flexibility
to reach the benchmarks at the lowest
cost.

The Commission finds that no changes

retail sold as clean energy. are needed in response to these
comments.
Conservatives for Responsible Stewardship, David | The Commission appreciates the

Jenkins (January 21, 2021)

Conservatives for Responsible Stewardship expressed
strong support for the Energy Rules as contained in the
NPRM, particularly the 100% carbon-free standard by
2050, the expanded energy efficiency standards, the
energy storage standard, and the more transparent IRP
process. They noted that the rules are consistent with
those passed in neighboring states with bipartisan
support, and with plans put forth by APS and Tucson
Electric Power Company (“TEP”). They also noted
that the price of electricity generated by new utility
scale solar plants with storage is cheaper than
electricity from coal and natural gas generation. With
the phase-out of coal already planned by utilities, they

supportive comments. No change is
needed in response to these comments.
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stated, replacement with solar and storage is in the best
interest of ratepayers.

Gabrielle Lawrence, Ph.D. (two separate comments,
both dated January 17, 2021, and both filed on January

21,2021)

Dr. Lawrence, supported adoption of the Energy Rules
to reduce carbon emissions, address climate change,
provide for clean air, conserve water, and promote
healthy and economically sound communities. She
also supported the increase in energy efficiency
requirements, distributed solar, preferential siting of
renewable resources in coal-impacted communities,
and the transparent planning process. Dr. Lawrence
noted the heat crisis resulting from climate change and
the corresponding environmental disasters and heat-
related deaths. Dr. Lawrence stated that energy
efficiency and renewable energy are the cheapest
options and will help control utility costs, create jobs,
and build a cleaner energy future. She advocated for
more energy efficiency and renewable energy and
increased investment in distributed solar with storage.

The Commission appreciates the
supportive comments.  Although the
Energy Rules are technology neutral in
terms of generation resources, the
Commission expects that they will result
in significant increases in the use of
renewable energy resources to meet the
clean energy standard. Additionally, the
Energy Rules include specific standards
for both energy efficiency and
distributed storage systems, which
should increase investment in each. No
change is needed in response to these
comments.

Institute for Policy Inteerity at New York University
School of Law (January 22, 2021)

The Institute for Policy Integrity (“Institute”) referred
to (and attached) comments it filed on October 15,
2020, in Docket No. R-00000V-19-0034, In the Matter
of Resource Planning and Procurement in 2019, 2020,
and 2021. The comments sought to require load-
serving entities to provide in their IRPs, in addition to
quantities of air pollutants expected to be emitted,
monetized estimates of the damages expected to result
from those emissions. The Institute stated that
monetizing emissions impacts better informs
comparisons of the costs and benefits of different
generation mixes, and would help the Commission
determine if each IRP is in the public interest.

The Institute also attached three studies cited in the
October 15, 2020, comments:
o Valuing Pollution Reductions, Jeffrey Shrader
et al., Institute for Policy Integrity (2018)
o Getting the Value of Distributed Energy
Resources Right, Justin Gundlach and Burcin
Unel, Institute for Policy Integrity (2019)

The Commission appreciates the
information provided by the Institute. At
this time, the Commission believes that
a requirement in the Energy Rules for
utilities to  provide information
monetizing the impact of their emissions
would be unduly burdensome. The
Clean Energy Implementation Plan
requirements in R14-2-2704, the Load
Forecast and Needs Assessment
Approval process in R14-2-2706, the
ASRFI process in R14-2-2707, and the
ASRFP process in R14-2-2708 are
sufficient to ensure that the costs and
benefits of the different generation
mixes are appropriately evaluated and to
ensure that the Commission’s approvals
are in the public interest.

The Commission finds that no changes
are needed in response to these
comments.
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Making the Most of Distributed Energy Resources,
Matt Butner et al., Institute for Policy Integrity (2020).

Coalition of businesses, trade associations, employers,
and large energy consumers (two filings on January 22,

2021)

Comments were filed jointly by a coalition of
businesses, trade associations, employers, and large
energy consumers (“Coalition”), comprised of the
following  organizations: = Ameresco,  Arizona
Technology Council, Ball Corporation, Building
Performance Association, Cree Lighting, EDF
Renewables, Franklin Energy, Google, Hotel
Congress, Interwest, Johns Manville, Lutron
Electronics, Merit Foods, the National Association of
Energy Service Companies, the North American
Insulation  Manufacturers  Association, Oracle,
Primavera Foundation, REI Co-op, Salesforce,
Schneider Electric, Sonoran STEM Science Academy,
TechNet, Tucson 2030 District, Uplight, and
“Wildwind Realty, LLC: The Historic Y and Studio
Y.” In the first filing, EDF Renewables was omitted
and ON Semiconductor was included.

The Coalition stated its commitment to increasing the
use of renewable energy and energy efficiency in
Arizona and its preference for clean and affordable
energy resources. Specifically, the Coalition
expressed support for a 35% electric energy efficiency
resource standard by 2030 and a 100% carbon-free
electricity standard by 2050. The Coalition noted that
clean energy targets will provide necessary market
signals for businesses to make additional investments
in Arizona and help to ensure continued job growth.
The Coalition also noted the public health benefits
from clean energy investment.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Western States Petroleum Association, Margo Parks
(January 22, 2021)

Western States Petroleum Association (“WSPA”)
stated that it does not support the 100% carbon
reduction standard in the Energy Rules. WSPA
discouraged the Commission from adopting rules that
exclude procurement of certain types of fuel and
technology resources without considering a flexible
standard that allows the most cost-effective and

The Commission appreciates the
comments from WSPA but believes that
the standards and requirements in R14-
2-2704 are in the public interest and are
necessary for the convenience, comfort,
and safety, and the preservation of the
health, of the employees and patrons of
electric utilities.
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reliable resources to be used. WSPA asserted that the
Energy Rules should be focused on sustainability,
reliability, and cost-effectiveness.

WSPA also asserted that the Clean Energy
Implementation Plan requirements in R14-2-2704 do
not allow for flexibility related to fuel, technology, and
reliability needs, which could increase rates for
customers. WSPA stated that the energy storage
required by R14-2-2704(B)(3) is unproven in its ability
to meet demand and reliability requirements in a cost-
effective manner. WSPA also stated that any rules
should be sufficiently flexible to account for changes
in the energy economy, including improvements in
existing technologies, the introduction of new
technologies, advances in climate science, and the
implementation of overlapping policies.

Additionally, the Commission notes that
R14-2-2708(C) requires a Load-Serving
Entity to prioritize “[m]inimizing the
cost of providing electric energy service
to Customers through a combination of
Supply-Side Resources and Demand-
Side Resources that will result in the
lowest overall, lifetime costs to meet
Customers’ energy needs safely and
reliably.”

Once the Energy Rules have been
implemented, the Commission will
analyze the efficacy of the rules and any
need for revision. The Commission
invites WSPA to keep the Commission
abreast of any new technologies or
changes in existing technologies that
might warrant revision of the Energy
Rules in a future rulemaking.

The Commission finds that no changes

are needed in response to these
comments.
Solar Energy Industries Association and the Arizona | The Commission appreciates the

Solar Enerey Industries Association, Scott F. Dunbar
and Giancarlo G. Estrada, Attorneys (January 22,
2021

The Solar Energy Industries Association (“SEIA™) and
the Arizona Solar Energy Industries Association
(“AriSEIA™) (collectively “SEIA/AriSEIA”),
expressed support for the Energy Rules’ requirement
for development of Clean Energy Implementation
Plans eliminating carbon emissions by 2050 with
interim standards, which SEIA/AriSEIA stated will
support thousands of new clean energy jobs.
SEIA/ArSEIA stated that it would have preferred the
existing distributed generation standards to be
continued and expanded, but expressed support for the
distributed energy storage system tariff requirement,
which it stated will support the transition to a cleaner,
fairer, and more distributed grid.

SEIA/ArSEIA stated that while it identified several
implementation issues with the Energy Rules at the

supportive comments. No change is
needed in response to these comments.
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public comment hearing on January 20, 2021, it has
decided not to recommend any modifications at this
time, but will be involved in future proceedings to
implement the Energy Rules and may raise the issues
at that time.

Chispa Arizona, Laura Dent (dated January 20, 2021,
and filed January 22, 2021)

Chispa Arizona, a program of the League of
Conservation Voters (“Chispa”), expressed support for
the Energy Rules, noting that it originally supported
more aggressive standards, but now supports the
Energy Rules as written as a compromise of various
stakeholders. Chispa noted that other states have
demonstrated that renewable energy paired with
battery storage is affordable and popular. Chispa
further noted that communities of color are
disproportionately impacted by climate change.
Chispa expressed support for the energy efficiency
standards that reduce energy waste, and the transparent
process for resource planning. Chispa also stated that
policies facilitating a just and equitable transition will
support impacted communities and build renewable
energy economies.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Western Resource  Advocates, Adam  Stafford,
Attorney, and Autumn T. Johnson, Enerey Policy
Analyst (January 22, 2021)

Western Resource Advocates (“WRA") expressed
support for the clean energy standard that is
technology-neutral, stating it will allow utilities to
employ the most cost-effective carbon reduction
strategies and that it incentivizes new technology.
WRA offered four suggested changes, but noted that it
did not advocate for substantial changes that would
require an additional notice and comment period.
WRA stated that to the extent its comments are
substantial, WRA included them for future
consideration when the Energy Rules are revised and
updated.

(1) WRA included a proposed amendment to modify
definitions in R14-2-2701 relevant to the carbon rule
and make corresponding changes to R14-2-2704.
First, WRA proposed modifying the definition for
“Carbon Emissions” to specifically reference carbon

(1) As stated in response to the
comments from TEP and UNSE, the
Commission does not believe there is a
need to narrow the definition of “Carbon
Emissions™ to include carbon dioxide
only. The need for definitional changes
to clarify “retail” sales also is addressed
in response to TEP and UNSE, and CRS.
Because R14-2-2704(E) specifically
states that “Baseline Carbon Emissions™
shall be the “average annual metric tons
of Carbon Emissions from all
Generating Units used to meet the
Electric Utility’s retail KWh sales, during
the consecutive three-calendar-year
period of 2016 to 2018,” the suggested
definitions from WRA to clarify retail
sales and annual emissions are not
necessary. Additionally, the
Commission believes that WRA’s
suggested language changes, such as the
insertion of the new concept of an
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dioxide. Second, WRA proposed new definitions that
it stated would resolve discrepancies concerning the
use of “retail” in definitions. Third, WRA proposed
new definitions that it said would differentiate between
emissions from specific power plants and from market
purchases where the generating resource is not
identified. WRA specifically proposed definitions of
“Annual Carbon Emissions,” “Arizona Load,”
“Average Emission Rate,” “Carbon Emission Rate,”
“Specified Emissions,” “Specified Generating Unit,”
“Total Specified Emissions,” “Total Unspecified
Emissions,” “Unspecified Generating Unit,” and
“Unspecified Power Emission Rate.”

WRA also suggested adding “Annual” before the
references to “Carbon Emissions” in RI14-2-
2704(B)(4), (F), (J), K), and (L); replacing “Total”
with “Annual” in R14-2-2704(C)(3)(h) and (i); adding
“by each Generating Unit and Unspecified Generating
Unit” after “disaggregated in R14-2-2704(C)(3)(h);
and deleting R14-2-2704(E).

(2) WRA recommended that the first interim year in
R14-2-2704(B)(4) be 2030 instead of 2032, and stated
that the IRPs submitted by APS and TEP indicated that
the interim date of 2030 is achievable. In addition,
WRA stated that a 2030 interim date is consistent with
recommendations from the Intergovernmental Panel
on Climate Change for the actions needed to keep to a
1.5°C increase in global temperature, which call for a
45% carbon reduction by 2030. WRA stated that the
2032 date is not based on science but only on APS’s
announcement that it will exit coal by 2031.

(3) WRA suggested that in future updates to the
Energy Rules, stakeholder engagement be added as a
component of the Clean Energy Implementation Plans,
possibility utilizing the RPAC.

(4) WRA explained the “Clean Energy Credit”
concept, which was included in a Joint Stakeholder
proposal, and suggested that the Commission consider
incorporating Clean Energy Credits or RECs at a future
date. WRA recognized that doing so at this time would
be a substantial change.

“Unspecified Power Emission Rate” to
be calculated using a prescribed method
based on eGRID reports, would result in
a rule that would be ‘‘substantially
different” than the NPRM under A.R.S.
§ 41-1025. The Commission requests
that WRA propose the language again in
any future rulemaking to revise the
Energy Rules after their implementation
and a determination of their efficacy, so
that the language can be fully evaluated
in a workshop environment, if WRA
continues to believe that the changes are
warranted.

(2) As stated in response to Interwest, the
carbon reduction standard and interim
target dates are the culmination of an
extensive stakeholder process with input
from the Commission. The first interim
deadline of 2032 provides affected
utilities with sufficient time and
flexibility to achieve the standard, and is
necessary to reduce potential customer
impacts.

(3) The Commission believes that
stakeholders will have the opportunity to
review and evaluate Clean Energy
Implementation Plans without any
modification to the Energy Rules. Under
R14-2-2704(A), (N), and (O), the Clean
Energy Implementation Plans will be
filed with the Commuission, Staff will
submit a memorandum and proposed
order for Commission consideration, and
the Commission will consider the
proposed order at an Open Meeting.
This process affords opportunities for
public comment, both through written
comments to the docket and oral
comments at Open Meeting. However,
the Commission requests that WRA
raise the issue again in any future
rulemaking to revise the Energy Rules
after their implementation and a
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determination of their efficacy, so that
the issue can be fully evaluated in a
workshop  environment, if WRA
continues to believe that it is warranted.

(4) The Commission appreciates the
information provided by WRA regarding
Clean Energy Credits. For the reasons
stated in response to CRS, 3Degrees, and
AEE, the Commission does not believe
that it is appropriate to incorporate Clean
Energy Credits or RECs at this time.

Southwest Energy Efficiency Project (“SWEEP”),
Ellen Zuckerman and Caryn Potter (January 22, 2021)

SWEEP provided a report prepared for SWEEP by
Strategen, dated January 21, 2021, and entitled AZ
Energy Rules Analysis, which SWEEP described as an
independent analysis of the energy system and
ratepayer impacts of the Energy Rules. The analysis
was performed using a capacity expansion model of
Arizona’s power system to determine the cheapest,
most reliable mix of energy options, and compared the
least cost analysis to the requirements in the Energy
Rules, using data from APS and TEP.

According to Strategen, the optimal, least-cost
electricity generation resource portfolio for APS and
TEP from 2021 to 2035 includes: (1) a significant
expansion of solar and battery storage, (2) robust
continued investment in energy efficiency, (3)
maintenance of zero carbon electricity from the Palo
Verde Nuclear Generating Station, (4) integration of
wind resources from New Mexico, (5) a modest
decline in natural gas generation from existing
resources, and (6) retirement of uneconomic coal
resources as soon as practicable. Strategen determined
that the optimal resource portfolio would meet and
surpass the provisions in the Energy Rules for energy
efficiency, energy storage, and carbon emissions
through 2035, and would reduce total generation costs
by more than $2 billion, an 11% reduction, through
2035.

SWEEP also highlighted some of the ratepayer
benefits from the Electric Energy Efficiency Standard

The Commission appreciates the
information and  appreciates  the
supportive comments. No change is
needed in response to these comments.
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adopted by the Commission in 2010, which SWEEP
noted the Energy Rules will build on:

e From 2010-2019, the efficiency programs of
APS, TEP, and UNSE delivered over $1.4
billion in net economic benefits to all
Arizonans.

e Efficiency has created over 40,000 jobs in
Arizona that pay well, are local, are hands-on,
and cannot be easily outsourced.

e APS and TEP’s efficiency programs together
have saved over 15 billion gallons of water

e From2010to 2019, APS’s efficiency programs
avoided more than 1,000 MWs, which is
equivalent to avoiding the construction of 10
combustion turbine units at the Ocotillo
Generating Station.

e From 2010 to 2019, every $1.00 of ratepayer
money invested in APS and TEP efficiency
programs returned $3.92 in benefits to
ratepayers.

Advanced Energy Economy, Shelby Stults, Policy
Principal (January 22, 2021)

Advanced Energy Economy (“AEE”) expressed
support for the Energy Rules and stated that they will
strengthen the advanced energy industry in Arizona
and will provide cost-effective, clean energy to utility
customers. AEE provided specific comments and
suggestions in six areas.

(1) AEE supports the use of “green tariffs,” which are
voluntary programs that allow customers to purchase
bundled renewable energy and RECs at long-term,
market-based prices. AEE noted that commercial and
industrial customers are interested in the ability to
control energy costs and source energy from local
renewable resources. AEE encouraged utilities and the
Commission to strengthen commercial and industrial
customer offerings to maximize the economic benefits
from the Energy Rules.

(2) AEE noted that the Energy Rules allow existing net
metering customers to continue receiving their current
rates while the Commission continues to investigate
new methods for compensating customers who install
a distributed generation facility and export energy back

(1) For the reasons described concerning
the Commission’s AG-Y Policy, in
response to the City of Phoenix, the
Commission does not believe that any
additional requirements should be
incorporated into the Energy Rules at
this time.

(2) The Commission has ordered Staff to
file potential modifications to the current
Net Metering Rules to comport with
changes since their adoption in Decision
No. 75859 (January 3, 2017). Because
the Commission’s investigation into
modifications to the Net Metering Rules
is ongoing, the Commission does not
believe it is appropriate at this time to
make additional modifications to the Net
Metering Rules in this rulemaking.

(3) The Commission appreciates the
support for the Clean Energy
Implementation Plan standards.
Regarding mandatory use of RECs, the
Commission’s response to CRS applies
equally here.
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to a utility. AEE requested that the current net
metering tariffs continue to be available to new
customers and that the Commission establish a clear
timeline and rules for transitioning to new net metering
tariffs.

(3) AEE expressed support for the mandated
reductions in carbon emissions, the demand-side
resource capacity requirements, and the energy storage
requirements. AEE suggested that RECs be used to
demonstrate compliance with a utility’s Clean Energy
Implementation Plan.

(4) AEE expressed support for the ASRFI and ASRFP
processes as transparent and accessible means for load
forecasting and resource planning. AEE suggested
that the Commission clarify whether or not the RPAC
will be created via an application process, and on what
basis a utility should accept or reject an application.
AEE asserted that a strong and fair process would
allow interested parties to submit applications to the
utilities that are approved absent a compelling reason.

AEE also stated that utilities and RPAC members
would benefit from clearer guidance on how to
incorporate distributed energy resource technologies
and market forecasts into load forecast scenarios. AEE
stated that utilities should develop estimates of the
growth of each type of distributed energy resource to
determine investment plans.

(5) AEE recommended that the cost-effectiveness of
demand-side resources be evaluated at the program or
portfolio level instead of at the individual resource
level. AEE suggested that the Commission evaluate
the framework of the National Standard Practice
Manual for Benefit-Cost Analysis for Distributed
Energy Resources.

(6) AEE expressed support for the development of
Energy Storage System tariffs, and programs that
establish incentives and pathways for additional
customer and grid value from distributed storage,
whether or not the system is associated with distributed
generation. AEE stated that the tariff should

(4) R14-2-2705(B) ensures that the
RPAC includes a diverse range of
interested persons by specifying the
stakeholder interests/groups that must be
included, without limiting the utility
from including interested persons
beyond the enumerated list. Because the
Energy Rules specify the minimum
stakeholder interests/groups to be
included in the RPAC, the Commission
does not believe that prescribing an
application process in the rules is
necessary. The Commission believes
that utilities should be afforded
flexibility in their processes for forming
their RPACs. If a stakeholder
determines in the future that a utility has
not complied with R14-2-2705(B) in
forming its RPAC, the stakeholder could
submit a complaint to the Commission,
which the Commission would need to
investigate and resolve.

The Commission does not believe that it
is necessary to provide specific direction
on incorporating distributed energy
resources into the Load Forecast and
Needs Assessment. The requirement to
provide five alternatives, and the
requirement to share with the RPAC all
data and information, including
modeling assumptions, outputs, and
methodologies, is sufficient to ensure
that all information is considered
appropriately in development of the
scenarios.

(5) The Commission believes that the
reporting requirements in R14-2-2711
and the requirements for considerations
in planning and implementing a
Demand-Side Resource are sufficient to
evaluate cost-effectiveness at the
appropriate  scale. Further, the
Commission notes that per R14-2-2701,
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compensate customers for response to dynamic
system-side and local distribution needs.

a “DSM Program” that includes multiple
“DSM Measures” 1is one type of
“Demand-Side Resource.”

(6) The Commission believes that it is
appropriate to address each utility’s
Energy Storage System tariff on a case-
by-case basis and that no modification to
R14-2-2713 is necessary.

The Commission finds that no changes

are needed in response to these
comments.
Paul Durham, City of Tucson Council Member, Ward | The Commission appreciates the

3 (January 22, 2021)

Council Member Durham expressed support for
adoption of a 100% carbon reduction standard to
combat climate change. Council Member Durham
noted that the City of Tucson recently committed to
reaching carbon neutrality by 2030 and passed a
Climate Emergency Declaration, Resolution No.
23222 (September 9, 2020), outlining the initial steps
to achieve that goal. Council Member Durham
attached the Resolution to his comments.

supportive comments. No change is
needed in response to these comments.

City of Phoenix, Mavyor Kate Gallego (dated January
21, 2021, and filed January 22, 2021)

The City of Phoenix expressed support for the Energy
Rules, specifically a just and equitable energy
transition, 35% cumulative energy efficiency savings
by 2030, 100% clean energy by 2050, and a 5% energy
storage requirement by 2035 with a 40% customer-
owned or leased storage requirement.

The City of Phoenix proposed three modifications:

(1) The City of Phoenix stated that there is a need for
renewable energy offerings as a component of a
utility’s energy portfolio, and a mechanism to allow
customers to add a greater share of renewable energy
to their portfolios without shifting costs to other
customers. The City of Phoenix recommended
allowing customers to procure renewable energy from
the market using mechanisms such as AG-X and
“sleeved purchases” from a renewable energy

(1) The Commission’s Decision No.
77043 (January 16, 2019), adopted a
“Policy Statement Regarding AG-Y
Alternative  Generation/Buy-Through
Program” (“AG-Y Policy”). The AG-Y
Policy directed APS to expand and
modify its current alternative generation
program (AG-X) to allow medium-size
commercial customers to participate, or
to propose a new alternative
generation/buy-through  program for
medium-size commercial customers in
its next rate case, and directed TEP and
UNS Electric (“UNSE”) to propose an
alternative generation/buy-through
program for medium- and large-size
commercial and industrial customers in
their next rate cases. The Commission
believes that it is appropriate for these
programs to be considered for utilities on
a case-by-case basis, In a rate case
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developer through the utility or through customer
agreements made directly with the utility. The City of
Phoenix noted that new employers recruited by its
economic development team have indicated that a
clean energy supply is a priority.

(2) The City of Phoenix recommended a more
ambitious distributed generation target, noting that
distributed energy resources provide clean energy at
substation and neighborhood scales, are resistant to
central system failures, provide grid resilience, and
could lead to  neighborhood-scale  energy
independence.

(3) The City of Phoenix recommended that a specific
share of net annual revenue from utilities be set aside
to support energy efficiency programs in underserved
neighborhoods and communities. The City of Phoenix
supported the energy efficiency standard, but noted
that there can be barriers to participating in energy
efficiency measures in disadvantaged communities.

setting, to ensure that the impacts on
customers can be sufficiently addressed.
Thus, the Commission believes that the
AG-Y Policy is sufficient to address the
City of Phoenix’s comments at this time,
although the Commission is likely to
continue to evaluate these programs in
the future.

(2) The Commission does not believe
that it is necessary to increase the
requirements for distributed energy
resources or energy storage in the
Energy Rules. Because the Energy
Rules require reductions in a utility’s
Carbon Emissions, they will naturally
result in increased Renewable Energy
Resources, which are likely to include
Distributed Generation, particularly
because R14-2-2704(B)(3) imposes a
minimum requirement for installation of
Energy Storage Systems, and
specifically Distributed Storage. The
Commission expects that utilities may be
incentivized to achieve a higher target
because of the benefits noted by the City
of Phoenix.

(3) The Commission appreciates the
position of the City of Phoenix, but does
not believe that mandatory allocation of
a portion of net annual revenue to
specific communities is in the public
interest at this time. The Commission
further believes that such a mandate may
more appropriately be considered in a
rate case for a specific utility where the
impacts of such an allocation on all other
customers could be  evaluated.
Additionally, the Commission notes that
R14-2-2711(D)(4) specifically requires
an electric utility to consider, during its
planning and implementation process,
whether a portion of a Demand-Side
Resource can be allocated specifically to
limited-income customers.
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The Commission finds that no changes

are needed in response to these
comments.
Southwest Gas, Matthew D. Derr, Director/Regulation | The Commission appreciates the

& Energy Efficiency (January 22, 2021)

Southwest Gas expressed support for R14-2-2712.
Southwest Gas stated that natural gas customers will
benefit from the requirement for natural gas utilities to
present Energy Efficiency Reports to the Commission
describing cost-effective energy efficiency programs
for its customers. Southwest Gas further stated that
R14-2-2712 is important because it maintains parity
between natural gas and electric utilities, which is
important to provide consumers the opportunity to
evaluate and select a fuel of their choice.

supportive comments. No change is
needed in response to these comments.

Interwest Energy Alliance, Nate Blouin, Policy

Manager (January 22, 2021)

Interwest Energy Alliance (“Interwest”) expressed
support for the Energy Rules and had some
recommendations for modifications.

(1) Interwest recommended including language
requiring the ASRFP process to be overseen by an
independent monitor. Interwest suggests adding the
language “to be overseen by an Independent Monitor”
to the definition of ASRFP in R14-2-2701(5).

(2) Interwest recommended adding biopower and
biogas as fossil fuels to the definition of Carbon
Emissions in R14-2-2701(13) *“in order to capture the
fullest picture of the state’s actual carbon emissions.”

(3) Interwest recommended that the Commission not
define Dispatchable Resource too narrowly, stating
that renewable resources, particularly when paired
with storage, can be dispatched similarly to a
traditional dispatchable resource. Interwest provided
the following redline modification to R14-2-2701(28):
“Dispatchable Resource” means an electric power
system resource for which power output supplied to the
electric grid can be turned on and off or otherwise
adjusted on demand, including inverter based
resources and energy storage.

(1) The definition of “Independent
Monitor” specifically identifies the
person’s role “to oversee the conduct of
a competitive procurement process.”
R14-2-2714 requires a Load-Serving
Entity to consult with Staff concerning
the identity of an Independent Monitor
when the Load-Serving  Entity
contemplates engaging in an ASRFP
process.  The rule also establishes
requirements for the selection of an
Independent Monitor and requires notice
of retention of an Independent Monitor.
The Commission finds that these
provisions are sufficient to address
Interwest’s comment that the ASRFP
process be overseen by an Independent
Monitor, and no modification to the
definition of “All-Source Request for
Proposals” is necessary. However, the
Commission does believe that all
references to “RFP” in R14-2-2714
should be replaced with “All-Source
RFP” to clarify the rule.

(2) The Commission disagrees with the
suggested modifications to the definition
of Carbon Emissions, because both
biogas and biopower, as described in
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(4) For the list of Renewable Energy Resources in
R14-2-2703(A), Interwest made the following redline
suggestions:

(1) A Biogas Electric Generator, which produces
energy using as fuel Gas derived from any of the
following and produces zero net life-cycle Carbon
Emissions, greenhouse gas emissions, and particulate
emissions:

(2) A Biopower Electric Generator, which uses as
fuel any of the following raw or processed plant-
derived organic matter available on a renewable basis
and that has zero net life-cycle Carbon Emissions,
greenhouse gas emissions, and particulate emissions:

(5) Interwest recommended modifying RI14-2-
2704(B)(4) to require the first interim target of 50% in
2028 and stated that a 100% reduction in Carbon
Emissions by 2040 would be reasonable. Interwest
also recommended that the Commission adopt a
renewable energy standard, which Interwest stated will
attract investment and competition, and reduce costs
for consumers, by sending a policy signal that there is
a stable market for renewable energy products.

(6) Interwest recommended adding a requirement in
R14-2-2705(A), which requires the preparation of five
alternative 15-year Load Forecasts and Needs
Assessments, for the utility to model and report
relevant sensitivities, including fuel prices and costs of
carbon, for each Load Forecast and Needs Assessment.

(7) Regarding the ASRFI process in R14-2-2707 and
the requirement in subsection (B)(2) for the utility to
meet with the RPAC in a workshop environment to
obtain input on the draft ASRFI language, Interwest
recommended specifying that the workshop be “open
and public” to include additional stakeholders.
Interwest also recommended adding a new R14-2-
2707(H) that states: “This rule shall not prevent the
utility from procuring a particular resource or portfolio
of resources found to be prudent in the ASRFP
process.”

(8) Interwest recommended striking the language in
R14-2-2708(D)(9), which provides “reducing the need

R14-2-2703(A), are considered to be

carbon-neutral ~ renewable  energy
resources.
(3) The Commission believes that

including the terms ‘“inverter-based
resource” and “‘energy resources” is not
necessary because the definition of
“Dispatchable Resource™ is sufficiently
broad to encompass those types of
resources.

(4) The Commission disagrees with the
suggested  modifications to  the
definitions of Biogas Electric Generator
and Biopower Electric Generator. The
Energy Rules are focused on achieving
reductions in Carbon Emissions and
impose requirements to realize those
reductions. The Commission believes
that the Energy Rules will also result in
reductions in greenhouse gas emissions
and particulate emissions, but the Energy
Rules do not create standards for the
reduction of such emissions, and the
Commission does not believe that it is
necessary or appropriate to further
restrict the descriptions of Biogas
Electric Generator and Biopower
Electric Generator as proposed by
Interwest, as both of these resources are
considered to be carbon-neutral.

(5) The Commission does not believe it
1s reasonable and in the public interest to
modify the interim target date as
suggested by Interwest or to adopt a
renewable energy standard. The carbon
reduction standard and interim target
dates are the culmination of an extensive
stakeholder process with input from the
Commission. The first interim deadline
of 2032 provides utilities with sufficient
time and flexibility to achieve the
standard. Itis essential that utilities have
time to acquire the resources necessary
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to build new transmission to support the new resource”™
as one of the factors a utility may consider when
determining the resources to include in the IRP.
Interwest recommended replacing the language with
the following factor: “Opportunities to procure cost-
effective resources through participation in regional
energy markets or through development of
transmission infrastructure.”

In addition, Interwest recommended that under R14-2-
2708(1), the Commission should approve the IRP
instead of a Resource Portfolio. Interwest also stated
that utilities should not be precluded from investing in
resources that may be more cost effective but not
included in the Resource Portfolio.

(9) Interwest urged the use of an Independent Monitor,
hired on behalf of the Commission, to oversee the
ASRFP process and ensure a competitive outcome.
Interwest suggested adding the following provision to
R14-2-2709: “The Independent Monitor chosen in
accordance with R14-2-2714 shall oversee the ASRFP
on behalf of the Commission and shall ensure that the
ASRFP produced by a utility incorporates stakeholder
input and does not favor the utility in question. The
ASRFP shall then be approved by the Commission
before being issued.” Interwest also recommended
that language regarding the annual Procurement
Activity Report, reporting the results of the ASRFP
process as required by R14-2-2709(B), be amended to
add that the report shall retain confidentiality for
individual bids and shall include the number of bids
and median price of the bids.

to meet the standard in a cost-effective
manner for ratepayers. The 2032
deadline is necessary to reduce potential
customer impacts. The carbon-reduction
standard accomplishes the public interest
objectives of the Commission while
providing utilities with more flexibility
than would a renewable energy standard,
while still signaling that there is a stable
market for renewable energy products,
as renewable energy resources are clean
energy resources.

(6) The Commission finds that it is
unnecessary to include in RI14-2-
2705(A) the additional information
Interwest suggests because each utility is
already required in R14-2-2706(A) to
provide with its request for Approval all
of the data and information used to
develop the refined Load Forecast and
Needs Assessment, including but not
limited to the modeling assumptions,
outputs, and methodologies used.
Together with the involvement by Staff,
stakeholders, and the RPAC in the
review of the five alternative Load
Forecasts and Needs Assessments, the
Commission believes that this is
sufficient to ensure that all necessary
information will be reviewed and
considered.

(7) The Commission does not believe it
is appropriate to require that the RPAC
workshop process be “open and public,”
which is understood to mean that anyone
who may desire to attend and participate
could do so. R14-2-2705(B) requires
that an RPAC involve a diverse range of
stakeholders representing a broad
spectrum of interests, and the Energy
Rules do not prohibit a utility from
allowing any additional interested
persons to attend and participate in
RPAC workshops. Although the
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Commission would encourage utilities to
engage in their RPAC workshop
processes in an open and transparent
manner, the Commission is concerned
that mandating an “open and public”
RPAC  workshop  process  could
negatively impact the efficiency of the
workshop  process. Additionally,
Interwest’s suggested addition of a new
R14-2-2707(H) is superfluous because
R14-2-2707 would not prevent the utility
from procuring a resource found to be
prudent in the ASRFP process.

(8) The Commission does not believe
that the modification recommended by
Interwest is  necessary. R14-2-
2708(D)(9) is one of many enumerated
factors in a non-exhaustive list that a
Load-Serving Entity may, or may not,
consider when determining the resources
to include in its refined IRP. The
subsection does not preclude
consideration of resources that may
require new transmission infrastructure.

Further, the Commission disagrees that
IRPs should be approved in place of
Resource Portfolios. The Resource
Portfolio creates the Action Plan to be
implemented by the utility. Approval of
the  Resource  Portfolio  ensures
compliance with the Energy Rules and
appropriately generally limits utilities to
the resources that have been carefully
considered and selected through the
ASRFI process. Yet R14-2-2709 allows
for an Action Plan to be updated, and
R14-2-2716 allows for waivers or
exemptions of the Energy Rules upon the
Commission’s determination that there
is good cause and that the waiver or
exemption will not harm the public
interest. R14-2-2716(C) also allows for
acquisitions to be made under specified
extenuating circumstances, providing
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further flexibility. 1In light of these
provisions, it is unnecessary to add the
provision requested by Interwest.

(9) The Commission does not believe
that it is necessary to include Interwest’s
proposed language regarding the
Independent Monitor in R14-2-2709, for
the same reasons as identified in (1)
above. Additionally, the Commission
does not believe that it is necessary for
the Commission to approve a utility’s
ASRFP because the ASRFP will be
created to procure the resources in the
Commission-approved Action Plan, and
the ASRFP process will be overseen by
an Independent Monitor determined to
be qualified by Staff after consideration
of any objections filed by stakeholders.

Further, the Commission disagrees that
additional information is needed in R14-
2-2709(B) regarding bids and a
requirement for confidentiality of those
bids in a utility’s annual Procurement
Activity Report. The requirement in
R14-2-2709(B) for the utility to “report
the results of its All-Source RFP

process,” coupled with the
confidentiality provisions in R14-2-
2715, 1s sufficient to obtain the

information mentioned by Interwest and
to protect confidential information.

Sandy Bahr, on behalf of approximately 676

stakeholders (January 22, 2021)

The letter signed by the stakeholders expressed support
for clean energy rules to adopt carbon emissions to
help address climate change, clean the air, conserve
water, and promote healthy and economically vibrant
communities. The letter stated that Arizona needs a
Clean Energy Standard that requires carbon reductions
of 100% by 2050, 75% by 2040, and 50% by 2032; and
supported energy efficiency and distributed solar,
preferential siting of renewable resources in coal-
impacted communities, and a transparent and
accountable planning process.

The Commission appreciates the
supportive comments. No changes are
required by these comments.
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Dixie Escalante Rural Electric Association, Inc.,
Jennifer Cranston, Attorney (January 22, 2021)

Dixie Escalante Rural Electric Association, Inc.
expressed support for R14-2-2702, which limits the
applicability of the Energy Rules to utilities with more
than half of their customers located in Arizona. The
Association stated that application of the Energy Rules
to multi-jurisdictional utilities would create a hardship.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Sierra Club — Grand Canyon Chapter, Sandy Bahr,
Chapter Director (January 22, 2021)

Sierra Club expressed support for the Energy Rules,
noting that clean, renewable energy and energy
efficiency are important for cleaner air, a stronger
economy, and reduced electricity costs. Sierra Club
referred to a report by Strategen Consulting
(“Strategen™) providing evidence that the rules will
result in cost savings for ratepayers, saving ratepayers
over $2 billion if APS and TEP meet and exceed the
requirements of the Energy Rules.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

TEP and UNSE, Inc. (January 22, 2021)

TEP and UNSE (together, “the Companies”) expressed
support for the Energy Rules, stating that they provide
a flexible path for advancing clean energy policy; are
“fair, balanced, and achievable™; and align with the
Companies’ 2020 IRPs.

TEP and UNSE offered minor changes to clarify
language and align timing of plans under the Energy
Rules:

(1) The Companies proposed modifying the definition
for Baseline Carbon Emissions Level, noting that retail
sales are served from generation resources that include
market purchases. The Companies also proposed
clarifying language for the definition for “Carbon
Emissions.” The Companies proposed the following
redlined modifications:

R14-2-2701(8): “Baseline Carbon Emissions Level”
means a Utility’s annual gross Carbon Emissions
direetly associated with energy predueed from all
Generating—Uhits resources including  market

purchases used to serve #s retail kWh sales, durine the

(1) The Commission finds that the
suggested modifications to the definition
of “Baseline Carbon Emissions Level”
are not necessary because they do not
change the interpretation of the current
definition. The current definition of
“Baseline Carbon Emissions Level”
refers to “Generating Units.” Generating
Units are the sources of Carbon
Emissions, whether the energy from a
Generating Unit is acquired because the
utility owns the Generating Unit or
because the utility has made a market
purchase of energy produced by a
Generating Unit owned by another. The
defined terms do not exclude market
purchases from consideration when
determining Carbon Emissions. The
Commission believes that the Energy
Rules require consideration of market
purchases when evaluating a utility’s
reduction in Carbon Emissions, so that
utilities that procure energy from the
market are incentivized to procure
energy generated with little or no Carbon
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consecutive three-calendar-year period of 2016 to
2018, expressed in metric tons.

R14-2-2701(13): “Carbon Emissions” means carbon
dioxide emissions resulting from the combustion of
fossil fuels, such as coal, petroleum, natural gas, oil,
shale, and bitumen, in a Generating Unit, expressed in
metric tons.

R14-2-2710(A)(5): The total Carbon Emissions
disaggregated by all Generating—Units— portfolio
resources used to serve its the Electric Utility’s retail
kWh sales, expressed in metric tons;

(2) The Companies noted that in previous versions of
the Energy Rules, a portion of the rules pertaining to
an All Source Request for Proposal (“ASRFP”) was
revised as an All Source Request for Information
(“ASREFTI”). Consequently, the Companies
recommend that the use of the term “bid” should be
replaced with “information.” The Companies
proposed the following redlined modifications:

R14-2-2707(A)(1): Designed to obtain bids
information from numerous and diverse vendors of
Supply-Side Resources and Demand-Side Resources. .

R14-2-2707(A)(9): Designed to provide notice to
bidders vendors that RPAC members will be able to
review the bids information resulting from the ASRFL

R14-2-2708(B)(1): Review and consider each—bid
information submitted to satisfy all or any part of the
Load-Serving Entity’s approved Load Forecast and
Needs Assessment . . .

(3) The Companies proposed that IRPs be filed along
with the Clean Energy Implementation Plan and that
both plans be approved together because the IRP
provides the basis for the Clean Energy
Implementation Plan. They also noted that aligning
the timing of the two plans would provide Staff with
additional time for review and workshops, and extend
the final Commission approval from December to
January. The Companies specifically commented that

Emissions. The Commission has
determined that the definition of
“Baseline Carbon Emissions Level”
should be revised as noted above in
response to the comments from CRS,
and those revisions address portions of
the Companies’ comments on the
definition.

In addition, the Commission does not
agree that the definition of “Carbon
Emissions™ should be modified by
inserting “dioxide,” as it is in the public
interest for the Commission to receive
information on any other carbon-based
pollutants that may be produced by
Generating Units.

The Commission believes that, with the
exception of mserting the word “retail,”
as described above in response to the
comments from CRS, the suggested
revisions to RI14-2-2710(A)5) are
unnecessary because the language is
already clear, and replacing the defined
term “Generating Unit” with the
undefined term “portfolio resource”
would not increase clarity.

(2) The Commission determined that the
use of the term *“bid” and “bidders” in
reference to the ASRFI remains
appropriate, as the term “information”
would be overly general and would not
evoke the intended meaning unless
additional language was inserted to
specify what information was to be
provided. The responses to an ASRFI
are intended to be provided in a bid
format so that utilities have the
information necessary to formulate their
IRPs. Therefore, the modification
suggested by the Companies is not
necessary.

(3) The Commission finds that the
Companies’ suggested modifications to
the deadlines contained in the Energy
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the IRPs and Clean Energy Implementation Plans
would be filed by April 1, 2023, with Commission
approval occurring by February 1, 2024, reoccurring
every three years. The Companies also proposed
changing the Electric Utility Annual Reporting
Requirements to April 1 instead of January 31,
enabling utilities sufficient time to gather and review
the required data. The Companies included a table
with a proposed revised timeline.

The Companies also responded to comments filed in
the docket suggesting that the Energy Rules should be
modified to provide a set methodology for establishing
the Baseline Carbon Emissions Level and the process
for annual reporting. The Companies disagreed and
noted that the Energy Rules provide an extensive
process for reviewing, establishing, and verifying the
methodology used to determine Baseline Carbon
Emissions Level, and that R14-2-2704(I) provides a
120-day timeframe for stakeholders to comment and
the Commission to determine the methodology for
measuring the Baseline Carbon Emissions Level. In
addition, R14-2-2704(J) through (M) require third-
party verification of a utility’s Carbon Emissions.
Therefore, the Companies do not believe that it is
necessary to further define the methodology for
establishing the Baseline Carbon Emissions Level or
Carbon Emissions reporting requirements.

Rules are not necessary and may not be
in the public interest. The Commission
believes that having both the Clean
Energy Implementation Plan and the IRP
filed at the same time—although the
Energy Rules require Staff to engage in
areview process for each and to create a
Memorandum and Proposed Order for
each, and the Commission to consider
each at an Open Meeting, with slightly
different and not lengthy timelines—
would increase the burden on Staff’s
workload without providing significant
benefits. For the Companies’ suggestion
to be in the public interest, the Energy
Rules would need to be revamped
significantly by combining the Clean
Energy Implementation Plan and the IRP
into the same filing. The Commission
will monitor the effectiveness of the
Energy Rules to determine whether that
would be appropriate once they have
been implemented, but does not believe
that making such significant changes
would be appropriate at this time.

For the same reasons addressed in
response to the comments from APS
above, extending the deadline for the
annual report required under RI14-2-
2710 is not in the public interest.

The Commission finds that no changes

are needed in response to these
comments.
Garkane Energy Cooperative, Inc. (January 22, 2021) | The Commission appreciates the

Garkane Energy Cooperative, Inc. (“Garkane”)
expressed support for the “Applicability” provision in
R14-2-2702, which provides that the new Article 27
applies to utilities with more than half of their
customers located in Arizona. Garkane expressed
appreciation for the Commission’s recognition of the
burden placed on multi-jurisdictional cooperatives
from conflicting regulations across the jurisdictions
they operate in.

supportive comments. No change is
needed in response to these comments.
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Garkane did not take a position on the other provisions
in the Energy Rules.

3Degrees Group, Inc., Mava Kelty, Director,
Regulatory Affairs (January 22, 2021)

3Degrees Group, Inc. (“3Degrees”) submitted
comments  pertaining to  R14-2-2704  and

demonstrating compliance with the requirement for a
100% reduction in Carbon Emissions by 2050 and the
interim targets. 3Degrees stated that it is “concerned
that without explicit use of appropriate compliance
instruments, the Proposed Rules will not achieve their
intended goal and may disadvantage Arizona
renewable energy generators from participating in
renewable energy markets.” 3Degrees further stated
that because the clean energy standard is load-based,
the methodology for assessing compliance should
require the use of appropriate accounting instruments
to demonstrate delivery of clean energy.

3Degrees stated that RECs are used to deliver and to
verify use of renewable electricity and that other states
with policies requiring delivery of clean energy to
customers require the use of generation attributes to
track emissions. 3Degrees contended that because the
Energy Rules do not require generation attributes,
including RECs where applicable, to demonstrate
compliance, the generation attributes could be
purchased by compliance entities in other states,
giving those entities a rightful claim to use renewable
energy or zero emissions power and leaving Arizona
utilities unable to claim delivery of the renewable
energy or zero emissions power. 3Degrees also stated
that clean energy generation in Arizona may be
disadvantaged from participating in clean energy
markets in neighboring states because those markets
would need to take additional administrative steps to
ensure that electricity generated in Arizona is not being
claimed towards compliance with the clean energy
requirements in R14-2-2704.

3Degrees proposed the following changes:

e Revise R14-2-2704(D) to state “Compliance
shall be monitored, accounted for, and
transferred through the use of RECs as
recorded by the Western Renewable

The Comments from 3Degrees are
similar to some of the comments from
CRS and are adequately addressed by the
Commission’s response to CRS above.

In summary, the Commission believes
that mandating the use of RECs would
impose an additional administrative and
cost burden on utilities, which would

attempt to recover the costs from
ratepayers. Additionally, the
Commission  believes  that  the

collaborative process for determining
Baseline Carbon Emissions Level is
preferable to an established
methodology.

The Commission finds that no changes
are needed in response to these
comments.
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Generation Information System (WREGIS).
For clean energy resources for which RECs are
not currently issued, the Electric Utility must
provide documentation that it owns the
nonpower attributes of the electricity
generation from the clean energy resources.”

e Add a section after R14-2-2704(E) that
includes a methodology or a requirement to
develop a methodology for determining the
Baseline Carbon Emissions Level, specifying
that the methodology must require RECs or
relevant generation attributes to be retained in
order for clean energy resources to be counted.

Revise R14-2-2710(C) to include reporting on whether
RECs were obtained and retired and the quantity of
RECs obtained and retired in WREGIS by the utility.

Vote Solar, Solar United Neighbors, AriSEIA, Sunrun
(January 22.2021)

These organizations jointly expressed their support for
the Energy Rules. They stated that the carbon
reduction goals are important for addressing climate
change and the risk of wildfires; extreme temperatures,
and near-term impacts to public health, safety, and
prosperity. They also noted that the strategies and
investments envisioned in the Energy Rules may
contribute substantially to the Arizona economy. They
also acknowledged the flexibility in the Energy Rules
for achieving the standards and the mechanisms for
accountability.

The organizations also included a petition signed by
5,180 Arizona residents and dated March 9, 2020,
supporting the following:

e A binding 50% renewable energy standard by
2030 and 100% clean energy standard by 2045.

e A requirement for 10% of electricity to come
from local distributed resources like rooftop
solar and other customer-driven energy options
by 2030.

e A standard for cumulative energy efficiency
savings of 35% by 2030.

e A more comprehensive and transparent energy
planning process in which the Commission
would review a utility’s IRP and provide
opportunities for public and stakeholder input.

The Commission appreciates the
supportive comments and notes that
while the Energy Rules do not adopt
each of the policy positions in the
petition, they do contain provisions
addressing each of the policies supported
by the petitioners. No change is needed
in response to these comments.
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City of Tucson, Mayor Regina Romero (January 22,

2021)

The City of Tucson expressed its support for the
Energy Rules, characterizing them as important steps
in ensuring “the health of future generations and the
sustainable growth of our economy.”

The City of Tucson stated that it has taken the
following actions to reduce its carbon footprint: (1) on
April 21, 2020, the Mayor and Council approved
Resolution 23166 recommending the Commission
adopt a 100% clean energy standard by 2050; (2) on
January 21, 2021, the Mayor and Council formally
opposed HB2248 and SBI1175, supporting the
Commission’s constitutional authority to establish
energy production standards; and (3) in Resolution
23222, the City of Tucson declared a Climate
Emergency and set a 2030 carbon neutrality goal for
city operations.

The City of Tucson stated that it specifically supports
the 2050 carbon-free electricity standards and
incremental standards, the energy efficiency standard
to reduce carbon emissions in the most cost-effective
way, the distributed storage standard to allow for
customer power generation, and the strengthened
resource planning rules for greater stakeholder
participation.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Four Stakeholders (January 22, 2021)

The comments of four stakeholders, submitted to the
Commission between January 14 and 15, 2021, and all
supportive of the Energy Rules, were filed as a group.
The four stakeholders further stated the following:

e Jeanne Devine, a retired sociologist and senior
citizen, expressed dismay at the adverse
impacts of increased heat on nature and people;
advocated for more energy efficiency and
renewable energy resources; advocated for
renewable energy investments in coal-
impacted communities, which will continue to
suffer health effects and also frequently lack
water and infrastructure; advocated for a
complete moratorium on new fossil fuel
generation in Arizona; and stated that both
nuclear plants and natural gas plants are bad

The Commission appreciates the
supportive comments and  shares
concerns related to the adverse impacts
of climate change.

The Commission agrees that solar
energy generation, including from
rooftop solar, and other renewable

energy resources are valuable, but has
determined that it is appropriate to adopt
a technology-neutral carbon-emissions
based standard without prescribing
specific resources to be used. To reach
the carbon reductions required by the
Energy Rules, Arizona utilities will need
to use Clean Energy Resources, which
include  Energy  Efficiency and
Renewable Energy Resources (including
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alternatives because of the cost and water use
of nuclear plants and because of the pollution
and land degradation from fracking associated
with natural gas.

Steve Muratore indicated that the Energy Rules
may not go far enough.

Jeff Simpson stated that data show utilities with
the greatest penetration of renewable have the
slowest increasing utility rates; cited the health
and environmental improvements that result
from transitioning away from fossil fuel
generation; stated that in 2015, the AZ State
Energy Economist reported that each Arizona
resident sent $2,175 out of state for energy,
which he said makes no sense because of solar
abundance and Palo Verde; stated that the
excess energy from Palo Verde should be used
to create a hydrogen resource; supported the
use of energy efficiency, distributed solar, and
behind-the-meter  battery  storage; and
questioned whether the rules could be changed
so that commercial electric vehicle chargers
could sell by the kWh instead of by the hour.
Doug Bland provided the comments from 115
Arizona Clergy and Faith Leaders, which are
described above.

solar), among others. The Energy Rules
also require each utility to install Energy
Storage Systems. Because these are
often coupled with solar generation, the
requirement is likely to result in
increased solar installation as well.

The Commission understands that the
inclusion of nuclear plants as Clean
Energy Resources is concerning to some
stakeholders, but reiterates that the
Commission determined it was in the
public interest for the Energy Rules to
focus on carbon-emissions reduction
rather than specific technologies.

The Energy Rules attempt to further just
and equitable transition for coal-
impacted communities by prioritizing
the siting of renewable and clean energy
resources in those communities.

Electric vehicle infrastructure was not
addressed in this rulemaking. Rather,
the Commission has adopted the EV
Policy Statement and EV Policy
Implementation Plan, as described
above. The Arizona Department of
Agriculture’s Weights and Measures
Services  Division informed the
Commission in September 2019 that
there is a legal requirement for providers
of public electric vehicle charging to sell
fuel on a kWh or joules basis rather than
a time basis. Nothing in the Energy
Rules contradicts that position.

No change is needed in response to these
comments.

Western Grid Group, Amanda Ormond, Director

(January 22, 2021)

Western Grid Group (“WGG”) supported adoption of
the Energy Rules and stated that the adoption of the
new resource planning process will allow for greater
transparency in the planning and procurement process
through increased
provide more certainty to utilities through approval of
the 5-year action plan, will allow utilities to have a
preference for renewable energy built on tribal lands to

stakeholder involvement, will

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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lessen impacts on coal communities, and will require a
competitive process that in other states has reduced
costs and increased resource options. In addition,
WGG stated that the carbon emission standard will
provide utilities with flexibility to reduce pollutants
that cause climate change and will make Arizona
competitive with New Mexico, Colorado, and
California to attract business demanding clean energy.
WGG also stated that adopting an energy efficiency
and demand side management standard will ensure
utilities incorporate cost-effective resources and will
provide a range of programs and technologies to
income-limited and vulnerable populations to lower
their energy costs. WGG further stated that the
distributed storage standard will ensure that utilities
provide options for customers to store energy, will
support experimentation with battery storage to more
fully utilize solar generation resources, and will
provide utilities with operational flexibility.

WGG referred to studies that concluded a low-carbon
electricity system can be achieved with similar or
increased reliability at a lower cost. First, WGG
referenced the Western Wind and Solar Integration
Studies, which were prepared for the National
Renewable Energy Laboratory by GE Energy to
analyze high penetrations of renewable energy in
Arizona and the Western Interconnection since 2010,
and which first concluded that the Arizona system
could be reliably operated with one-third of the energy
coming from wind and solar (available at
https://www.nrel.gov/grid/wwsis.html). Second,
WGG referenced the 2035 Report — Plummeting solar,
wind, and battery costs can accelerate our clean
electricity future from the University of California,
Berkeley, Center for Environmental Public Policy
(available at https://www.2035report.com/).  The
report concluded that the United States can deliver
90% clean, carbon-free electricity nationwide by 2035
that is dependable, at no extra cost to consumers, and
without the need for new fossil fuel plants. The study
also concluded that employment increases with a 90%
clean energy economy.

Stephen Cook (January 22, 2021)

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Mr. Cook expressed support for the Energy Rules,
noting that the cost of solar energy has fallen
dramatically since he first bought solar panels in 1980
($10/watt), bought them again in 2014 ($0.65/watt),
and sees them now ($0.16/watt). Mr. Cook asserted
that the price of contracted solar with battery backup is
now much cheaper than the cost for coal-fired
generation. He noted the results of the Arizona Coal
Plant Valuation Study that analyzed the cost savings
associated with replacing coal-burning power plants.
Mr. Cook also asserted that approval of the Energy
Rules will create jobs, and he noted the positive health
impacts from renewable energy.

48 Stakeholders, submitted collectively (dated January
22,2021, docketed January 25, 2021)

A group of 48 separate letters supporting the Energy
Rules were filed together, with most of them either
including language the same as or substantially similar
to the letter signed by more than 110 individuals
described above or including language from a shorter
form letter urging the Commission to finalize the
Energy Rules’ commitment to 100% carbon-free
energy by 2050 and citing economic and
environmental benefits. More than half of the
stakeholders also provided additional comments
related to the Energy Rules:

e Boyd White stated that he has been involved in
the energy efficiency and renewable energy
field for 36 years; that solar photovoltaic is a
proven, cost-effective technology; that great
progress has been made with battery storage;
and that the Commission needs to mandate
what the utilities will do rather than allowing
the utilities to decide.

e Dean Chaussee stated that he gets great
financial benefit from his rooftop solar units
and that they should be made available to all
Arizonans.

e Lawrence Smith expressed support for clean
energy and solar energy, based on concern for
U.S. energy security and the future of the
planet.

e John Commerford expressed concern for
Arizona’s delay in addressing anthropogenic
global warming, which jeopardizes real estate

The Commission appreciates the support
for finalization of the Energy Rules.

The Commission shares stakeholders’
concerns about climate change, air
pollution, and drought and considered
these factors in reaching the carbon
reduction requirements in the Energy
Rules. Although the Commission agrees
that sooner might be better from an
environmental perspective, the
Commission determined that the carbon
reduction standard and interim target
dates in the Energy Rules are
appropriate. The standard and dates are
the culmination of an extensive
stakeholder process with input from the
Commission. The interim deadlines and
2050 deadline provide affected utilities
with sufficient time and flexibility to
achieve the standard and are necessary to
reduce potential customer impacts.

The Commission agrees that solar
energy generation, including from
rooftop solar, is a valuable resource and
appreciates the information provided to
support solar, but has determined that it
i1s appropriate to adopt a technology-
neutral carbon-emissions based standard
without prescribing specific resources to
be used. To reach the carbon reductions
required by the Energy Rules, Arizona
utilities will need to use Clean Energy
Resources, which include Energy
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values; stated that resiliency must be built into
the system and that distributed solar and
storage will help with that; and cited cleaner air
and water as secondary benefits.

Salar Naini, Vice President of Business
Development, TurningPoint Energy (a clean
tech company focused on utility and
community solar), stated that although Arizona
has the potential to be the biggest solar market
in the country, it has been necessary to operate
in the solar industry in markets outside of
Arizona; that the Commission needs to
consider other opportunities to get more solar
industry investment in Arizona; and that
community solar policies can help bring
investment and jobs and allow for renters and
low- and moderate-income customers to
participate in solar without having the install
rooftop solar.

Jack Walden, Owner of Walden’s Greenergy
Solar, L1LC, stated that there is a climate crisis,
that action must be taken to stop global
warming, that making Arizona 100% carbon
free will help, and that solar companies like his
can provide good-paying jobs to help the
economy recover.

Sandy Kravetz expressed surprise that the state
has not required new home builds to have solar
hot water heaters and/or solar electrical.
Duncan Brown stated that climate change is
real and needs to be addressed as quickly as
possible, that fossil fuel energy sources are
some of the strongest drivers of climate
change, and that action needs to be taken to
transition away from fossil fuels and to
renewable energy sources such as solar.
Rebecca Richardson stated that time is running
out to take action on climate change, which has
already compromised air and water and soil,
and to save the world.

Charles Houy wurged the Commission to
accomplish the 100% carbon free standard by
2035 and stated that his own home and electric
car are already 90% carbon free.

Joseph Freeman stated that the current
regulatory/economic infrastructure made the

Efficiency and Renewable Energy
Resources (including solar), among
others. The Energy Rules also require
each utility to install Energy Storage
Systems.  Because these are often
coupled with solar generation, the
requirement is likely to result in
increased solar installation as well.

The Energy Rules provide a number of
opportunities for significant stakeholder
input and Commission involvement in
selecting the most appropriate blend of
resources to be used. The All-Source
RFI and All-Source RFP processes are
expected to result in participation of
numerous and diverse vendors of
resources, including vendors of solar
resources. The Commission expects the
Energy Rules to allow for innovation and
flexibility in the identification and
selection of appropriate resources.
Finally, the Commission notes that it
does not have jurisdiction to require
installation of solar equipment on new
construction.

No change is needed as a result of these
comments.
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up-front costs of converting to solar electricity
at his home too high and the payback period too
long.

Thomas Oviatt stated that the 100% carbon-
free by 2050 standard should be approved as
long as it 1s fiscally responsible and does “not
put[] a heavy load on other polluting measures
like batteries™ and that a holistic approach to
sustainability should be taken that includes cost
savings for the most vulnerable.

Patty McCredie stated that 2050 is too slow
because the Earth is at risk of losing all of its
species and will be uninhabitable with a dead
ocean.

Daniel Hosking stated that 2050 is longer than
needed to become 100% carbon free and
encouraged the Commission to read a specific
article and book explaining why clean energy
should be advanced faster.

Troy Deckert asserted that climate change
could result in 125°F days all summer in
Arizona, which would ruin the Arizona
economy; encouraged the Commission to vote
yes on carbon-free standards to benefit future
generations; and encouraged us as a society to
commit to any extra costs needed to mitigate
climate change.

Ty Scott urged the Commission to make
specific goals that are inclusive of all
renewable  energy  markets—residential,
commercial, utility, and subscription-based
(solar gardens) and the companies and
stakeholders that depend on them. He noted
the opportunity to grow Arizona’s economy,
lock in energy costs, and create a cleaner future
for Arizona.

Kevin Byers stated that Arizona should be
using solar to generate most of its power, that
this would necessitate more energy storage,
and that the state can encourage homeowners
and utilities to invest in solar generation and
storage.

Justin Paluch stated that the reduced water
usage and greenhouse gas emissions with
renewable energy will help combat rising
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temperatures and diminishing groundwater
supplies.

e Taza Guthrie stated that it is a travesty solar is
not required on all new construction in
Arizona.

e Spencer Hunter stated that 2030 is the timing
that is urgently needed for 100% carbon-free
energy but that 2050 is better than nothing.

e Steve Barancik stated that the carbon-free
standard will result in jobs and energy savings
and that solar use by Arizona citizens should be
incentivized.

e Carolyn Hargrave stated that saving energy and
switching to renewables will result in cleaner
air and water and savings on electricity costs,
and that 2050 is too late for 100% carbon-free
electricity.

e Lynne Avril expressed excitement for carbon-
free energy by 2050 and stated that she would
be even more excited if it could happen sooner,
as there is no time to waste with climate
change.

e Theo Rosenberg stated that local consultants
and installers should be provided resources to
assist Arizona homeowners in investing in
owning their own power.

e Susan Benton encouraged any Commissioner
with reservations about the need for clean
energy to watch David Attenborough’s Our
Planet.

e Nancy Jamison stated that this is a critical
moment for the future of Arizona and the
planet, and that fossil fuel energy must be
replaced by clean and renewable sources.

52 Stakeholders, submitted by WRA (dated January
22,2021, docketed January 25, 2021)

Fifty-two Arizona residents signed a letter in support
of the Energy Rules, specifically supporting the
carbon-free energy standard by 2050. The letter noted
that the Energy Rules will help address climate change,
that the Southwest has been experiencing a
megadrought, and that Phoenix is one of the 10 worst
cities for ozone and particulate air pollution.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Approximately 111 Stakeholders (January 25, 2021)

Approximately 111 stakeholders signed a letter
expressing support for the Energy Rules, specifically
the carbon-reduction standard (100% by 2050, 50% by
2032, and 75% by 2040); the 5% energy storage
requirement; the energy efficiency standard (35%
savings by 2030); support for a just and equitable
transition for coal-impacted communities; and
increased accountability through a more transparent
utility planning process. The letter stated that the
carbon-free standard will drive new investment in
Arizona, the energy storage requirement will help keep
people safe and supply energy during outages, the
energy efficiency measures will save consumers
money, and the new planning process will deliver the
least expensive energy and renewable energy desired
by customers. The letter stated that the Energy Rules
will result in a more reliable, resilient grid.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Arizona PIRG Education Fund, Diane E. Brown,
Executive Director (dated January 22, 2021, and
docketed January 25, 2021)

The Arizona PIRG Education Fund (“PIRG”)
expressed support for the Energy Rules, noted that
ratepayers overwhelmingly support the Energy Rules,
and urged the Commission to finalize the Energy Rules
without substantive changes. PIRG noted in particular
its support for the Energy Efficiency Standard, stating
that approximately every $1 of ratepayer money
invested in energy efficiency by APS and TEP has
returned $4 in benefits to ratepayers. PIRG stated that
the existing Energy Efficiency Standard has provided
energy savings, saved water, and produced economic
benefits. PIRG stated that the Energy Efficiency
Standard should be extended and expanded to provide
ratepayers with assurances that they will receive
financial benefits from energy efficiency programs and
to provide regulatory certainty for businesses and
employers. PIRG emphasized the significant input
from Commissioners, Staff, stakeholders, and
ratepayers that has resulted in the Energy Rules.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

37 Stakeholders, filed collectively (January 26, 2021)
Thirty-six of the 37 separate stakeholder comments,
submitted to the Commission between January 15 and
21, 2021, supported final adoption of the Energy

The Commission appreciates the support
for finalization of the Energy Rules.

The Commission shares stakeholders’
concerns about climate change, air
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Rules. A number of the 36 stakeholders referenced the
need for action due to climate change, the need for
water conservation and cleaner air, and the economic
benefits expected from the Energy Rules. A number
of the 36 stakeholders also provided additional
comments related to the Energy Rules:

Judith Anderson stated that the rules are not
strong enough to protect public health and the
environment, stated that renewables are
cheaper and cleaner than coal and (in the long
term) than gas, questioned why the rules do not
include accountability for utilities, and urged
the Commission to mount a legal challenge to
the Arizona Legislature’s bills designed to
limit Commission authority.

Jim Gale stated that the Navajo Nation and
Hopi Tribe need to be supported because they
provided Arizona cheap power (resulting in
polluted water and skies) and that energy
storage needs to be encouraged to make energy
available locally and without line losses.

Sarah Scott urged the Commission to prioritize
renewable energy.

John Neville expressed support for renewable
energy and supporting communities impacted
by coal plant closures by siting new renewable
energy development in those communities.
Karl Schaeffer expressed support for a more
robust and decentralized power grid.

Cem Erispaha expressed support for renewable
energy and other clean energy technologies but
stated that nuclear energy should not be
considered clean energy because of the risks of
nuclear waste, for which the U.S. has no long-
term national plan, as well as the potential for
nuclear plant accidents.

Richard Sigler expressed support for just
transition for poor and marginalized
communities that will be affected by coal plant
closures and expressed a desire to see more
transparency in utilities.

Alexis Reed stated that climate justice means
an equitable transition to clean energy and
transparent, accountable, and inclusive utility
planning.

pollution, and drought and considered
these factors in reaching the carbon
reduction requirements in the Energy
Rules. Although the Commission agrees
that sooner might be better from an
environmental perspective, the
Commission determined that the carbon
reduction standard and interim target
dates in the Energy Rules are
appropriate. The standard and dates are
the culmination of an extensive
stakeholder process with input from the
Commission. The interim deadlines and
2050 deadline provide affected utilities
with sufficient time and flexibility to
achieve the standard and are necessary to
reduce potential customer impacts.

The Commission agrees that solar
energy generation, including from
rooftop solar, and other renewable
energy resources are valuable, but has
determined that it is appropriate to adopt
a technology-neutral carbon-emissions
based standard without prescribing
specific resources to be used. To reach
the carbon reductions required by the
Energy Rules, Arizona utilities will need
to use Clean Energy Resources, which
include  Energy  Efficiency and
Renewable Energy Resources (including
solar), among others. The Energy Rules
also require each utility to install Energy
Storage Systems. Because these are
often coupled with solar generation, the
requirement is likely to result in
increased solar installation as well.

The Commission understands that the
inclusion of nuclear plants as Clean
Energy Resources is concerning to some
stakeholders, but reiterates that the
Commission determined it was in the
public interest for the Energy Rules to
focus on carbon-emissions reduction
rather than specific technologies.

The Energy Rules attempt to further just
and equitable transition for coal-
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Jess Bristow stated that Arizona needs bolder
standards and rules, with 100% renewable
energy by 2030.

Patricia VanMaanen stated that as a nurse she
has seen an increase in chronic obstructive
pulmonary disease and asthma and that air
quality is worsening and requires urgent action.
Bailey Spears suggested that Commissioners
who argue they are protecting ratepayers’
pocket books by not supporting carbon-free
commitments should consider Arizonans’
accumulated medical bills for pollution-related
health  conditions including respiratory
infections, heart disease, and lung cancer and,
further, stated that being lax about climate
solutions now will bring greater economic,
societal, and environmental costs in the future.
Maria Nasif stated that the Southwest is in a 30-
year megadrought driven by climate change
and that Phoenix is among the nation’s 10
worst cities for dangerous ozone and
particulate air pollution.

W. Mark Day stated that solar power and
storage technologies are the most cost-effective
means of power generation, especially in
Arizona.

Gabrielle Lawrence expressed support for
preferential siting of renewable resources.
Ross Lampert stated that rural electric
cooperatives such as Sulphur Springs Valley
Electric Cooperative, Inc. (“SSVEC”) should
be held to the same standards as the major
utilities because the benefits of the clean
energy rules should benefit his community too.
Gretchen Reinhardt expressed support for
preferential siting of renewable resources in
coal-impacted communities and asserted that it
is smart for the Energy Rules to focus on
outcomes rather than micro-managing how
energy providers get to those outcomes.

Nona Siegel stated that, as a retired Family
Nurse Practitioner, she has observed that
greenhouse gases produced by fossil fuel
generation have led to extreme heat and
drought, wildfires, and poor air quality, which
has increased lung disease and increased

impacted communities by prioritizing
the siting of renewable and clean energy
resources in those communities.

The Energy Rules will improve
transparency by providing a number of
opportunities for significant stakeholder
input and Commission involvement in
selecting the most appropriate blend of
resources to be used.

The Commission does not have
jurisdiction to regulate automobile
emissions, but has adopted the EV Policy
Statement and EV Policy
Implementation Plan, as described
above, in recognition of the value of EV
adoption.

The Commission has determined that it
i1s appropriate to adopt more lenient
requirements for electric utilities that are
cooperatives in the Energy Rules, in
recognition of the cooperatives’ non-
profit status, smaller size, and differing
operating conditions, particularly their
operation by a local board comprised of
customers.

In response to Mr. Peters, the
Commission notes  that R14-2-
2708(C)(2) requires a Load-Serving
Entity to prioritize “[m]inimizing the
cost of providing electric energy service
to Customers through a combination of
Supply-Side Resources and Demand-
Side Resources that will result in the
lowest overall, lifetime costs to meet
Customers’ energy needs safely and
reliably.” The Commission also notes
the comments from advocates included
in this summary document asserting that
the Clean Energy Implementation Plan
will result in lower costs for Customers.
No change is needed as a result of these
comments.
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vulnerability to COVID-19. Ms. Siegel further
stated that there should be a requirement for
50% renewable energy sources by 2030 and
100% by 2050.

e Robert Weissler urged the Commission to
require rural electric cooperatives such as
SSVEC to comply to the same clean energy,
energy efficiency, and battery storage
standards as the larger utilities; urged the
Commission to reinstate net metering, which
he stated provides fair compensation to rooftop
solar customers and would encourage more
homeowners to install such systems; and urged
the Commission to consider recommending
and encouraging adoption of the American
Bird Conservancy’s Bird-Smart Wind Energy
strategies.

e Lisa Glenn expressed support for a transparent
IRP process and reductions in car emissions.

Additionally, 1 stakeholder comment of the 37,
submitted on January 17, 2021, opposed the Energy
Rules:

Gerald Peters stated that moving toward 100% carbon
reduction will mean higher expense and less reliability,
that the goal should be reliable and cheap energy, even
if fossil fuels continue to be used.

24 Stakeholders, filed collectively (January 26, 2021)
Twenty-four separate comments, submitted to the
Commission between January 12 and 21, 2021, were
filed as a group. Twenty-two of the stakeholders
supported final adoption of the Energy Rules, with a
number of them referencing the need for action due to
climate change, the need for water conservation and
cleaner air, and the economic benefits expected from
the Energy Rules. A number of the 22 stakeholders
also provided additional comments related to the
Energy Rules:

e Harold Suiter expressed support for the Energy
Rules” free market approach to reducing
carbon emissions and stated that if the U.S.
Congress passes legislation similar to H.R. 763
(Energy Innovation and Carbon Dividend Act
of 2019), which he expects, the Energy Rules
will perfectly align with the new federal law.
Mr. Suiter added that economists concluded
that H.R. 763 would add 2.1 million jobs to the

The Commission appreciates the support
for finalization of the Energy Rules.

The Commission shares stakeholders’
concerns about climate change, air
pollution, and drought and considered
these factors in reaching the carbon-
reduction requirements in the Energy
Rules.

The Commission agrees that solar
energy generation, including from
rooftop solar, and other renewable

energy resources are valuable, but has
determined that it is appropriate to adopt
a technology-neutral carbon-emissions
based standard without prescribing
specific resources to be used. To reach
the carbon reductions required by the
Energy Rules, Arizona utilities will need
to use Clean Energy Resources, which
include  Energy  Efficiency and

44

DECISION NO.




DOCKET NO. RU-00000A-18-0284

U.S. economy in 10 years and increase the
GDP by $80 billion per year in five years.
Brandon Singer expressed support for a just
and equitable transition for coal-impacted
communities.

Ronen Berechman expressed support for
transition to power production from full
renewable resources.

Hope Wiltfong expressed support for use of
renewable energy resources rather than fossil
fuel resources.

Ronald Faullkner, LTC, USA (Ret.), Annie
McGreevy, Joelle Buffa, and Joan Murphy
urged the Commission to require rural electric
cooperatives, such as SSVEC, to comply with
the same standards as the investor owned
utilities and to reinstate net metering to provide
fair compensation to rooftop solar customers
and encourage solar installations.

Susan Waites stated that she has saved a lot of
money with energy efficiency, would like to
see utilities do more to help ratepayers lower
their bills by promoting energy efficiency and
rooftop solar, and believes Clean Energy
should be Arizona’s 6 “C.”

William Polakowski stated that he supports the
clean energy standard’s inclusion of nuclear as
a key pillar of a carbon-free future and urged
the Commission to require rural electric
cooperatives, such as SSVEC, to comply with
the same standards as the investor owned
utilities and to reinstate net metering to provide
fair compensation to rooftop solar customers
and encourage solar installations.

Alicia Harvie, Community & Government
Affairs for REI Co-op (“REI"), stated that REI
is committed to increasing the use of renewable
energy and energy efficiency in Arizona and
has a Net Zero Energy LEED Platinum
certified distribution center in Goodyear
powered by a 2.2 MW rooftop solar array; that
its members support strong, enforceable clean
energy standards in Arizona, specifically a
35% electric energy efficiency resource
standard by 2030 and a 100% carbon-free
electricity standard by 2050; that clean energy

Renewable Energy Resources (including
solar), among others. The Energy Rules
also require each utility to install Energy
Storage Systems. Because these are
often coupled with solar generation, the
requirement is likely to result in
increased solar installation as well.

The Commission understands that the
inclusion of nuclear plants as Clean
Energy Resources is concerning to some
stakeholders, but reiterates that the
Commission determined it was in the
public interest for the Energy Rules to
focus on carbon-emissions reduction
rather than specific technologies.

The Energy Rules attempt to further just
and equitable transition for coal-
impacted communities by prioritizing
the siting of renewable and clean energy
resources in those communities.

The Energy Rules will improve
transparency by providing a number of
opportunities for significant stakeholder
input and Commission involvement in
selecting the most appropriate blend of
resources to be used.

The Commission has determined that it
is appropriate to adopt more lenient
requirements for electric utilities that are
cooperatives in the Energy Rules, in
recognition of the cooperatives’ non-
profit status, smaller size, and differing
operating conditions, particularly their
operation by a local board comprised of
customers.

The Commission disagrees with Mr.
DuHamel’s positions that carbon
emissions do not contribute to global
warming and that solar and wind
generation cannot produce reliable
power to the grid. The Commission
notes the distributed storage requirement
in R14-2-2704(B)(3) and that distributed
storage has a valuable role in increasing
reliability.
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investments improve air quality and associated
health costs; that the REST has been found to
produce nearly $2 billion in gross benefits to
Arizona utility customers and the public from
2008-2018; and that the energy savings efforts
implemented by the three largest utilities have
created nearly $3 billion in net economic
benefits, saving families and businesses money
on their energy bills.

Christie Black, Andrea Dalton, Danielle
Corbett, Rachel Scholes, and Emma Petty
Addams, on behalf of the Mormon Women for
Ethical Government (“MWEG”), expressed
support for the Energy Rules, specifically the
100% carbon-free standard by 2050, energy
efficiency, and energy storage standards; stated
that faith and history compel MWEG to
consider the immediate and long-term effects
of climate change; stated that marginalized
populations  suffer the most direct
consequences from climate change; expressed
the need to mitigate the environmental and
human costs associated with climate change;
and noted that the Energy Rules, which are
vital, will benefit long-term economic
expansion by creating jobs in the clean energy
sector and will support economic recovery for
coal-impacted communities.

Gregory Penniston expressed support for
promotion of solar and wind energy.

Todd Jones again filed the January 20, 2021,
CRS comments described above.

Will Humble, Executive Director, Arizona
Public Health Association (“AzPHA”),
expressed AzPHA’s support for the Energy
Rules, particularly the standard for 100%
emissions-free electricity by 2050; stated that
the Energy Rules are comprehensive and
incorporate the essential core elements of good
public health policy because they will (1)
reduce carbon emissions, (2) address the
climate crisis, (3) help clean air, (4) conserve
water, and (5) improve the health of
communities; that the technology-neutral
nature of the Energy Rules will lead to more
efficient economic decisions that will keep

In response to Carrie N., the
Commission  notes  that R14-2-
2708(C)(2) requires a Load-Serving
Entity to prioritize “[m]inimizing the
cost of providing electric energy service
to Customers through a combination of
Supply-Side Resources and Demand-
Side Resources that will result in the
lowest overall, lifetime costs to meet
Customers’ energy needs safely and
reliably.” The Commission also notes
the comments from advocates included
in this summary document asserting that
the Clean Energy Implementation Plan
will result in lower costs for Customers.
No change is needed as a result of these
comments.
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rates down, which is important to allow
working families to provide a healthy
environment; that by leveraging energy
efficiency and renewable energy, the Energy
Rules will control utility costs and create jobs;
that distributed storage will allow customers
another means of saving money on utility bills;
and that the Energy Rules protect low income
communities through preferential siting of
renewable energy projects in communities
impacted by coal-plant closures. Mr. Humble
also cited the extensive public support for the
Energy Rules’ concepts and the extensive
public process engaged in by the Commission
to create the rules.

Russell Lowes, member of the Advisory Board
of Arizonans for Community Choice,
expressed support for the Energy Rules and a
“Solar Blend” of solar energy, energy
efficiency, battery storage, and wind energy,
which he stated would save the typical
household a substantial amount of money
while also dramatically reducing carbon
emissions. Mr. Lowes provided an analysis
showing that the Solar Blend strategy would
save a family in APS territory with monthly
usage of 750 kWh approximately $41 per
month and reduce the household’s monthly
CO; production by approximately 96%, as
compared to APS’s current blend. Mr. Lowes
stated that lower economic classes and
minorities are disproportionately affected by
the negative cost and ecological impacts of
fossil and nuclear energy and that the Solar
Blend will improve that. Mr. Lowes also
criticized the use of nuclear energy, which he
stated is contrary to the best interests of
ratepayers because nuclear is more costly than
the Solar Blend and becoming more expensive
and included an article he co-authored, entitled
Hansen is Wrong About Nuclear Power, that
was published in Public Utilities Fortnightly in
May 2016.

Additionally, the following two comments opposing
the Energy Rules were filed in this group:
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e Jonathan DuHamel stated that there is no
physical evidence that carbon dioxide plays a
significant role in controlling global
temperatures (citing
https://wryheat.wordpress.coom/2019/01/03/a-
review-of-the-state-of-climate-science/); that
solar and wind-generated electricity is
unreliable and cannot respond to supply and
demand, making the electric grid unstable; that
modular nuclear generation stations can supply
reliable energy without carbon dioxide
emissions; and that natural gas generation has
relatively low emissions compared to coal; that
solar and wind generation of electricity should
not be encouraged; and that there is nothing
people can do to stop climate change, which
has been continuous for billions of years.

e C(Carrie N. stated that ordering companies to “go
green” makes the poor pay for futile efforts;
that California’s green efforts have rendered it
unable to produce enough electricity for its
residents; that solar gets financial breaks and
does not pay its fair share of grid expenses; and
that even a $5 monthly increase hurts the poor.

22 Stakeholders, filed collectively (January 26, 2021)
Twenty-two separate comments, submitted to the
Commission on January 21 and 22, 2021, were filed as
a group, with all of the stakeholders supporting final
adoption of the Energy Rules, and a number of them
referencing the need for action due to climate change,
the need for water conservation and cleaner air, and the
economic benefits expected from the Energy Rules. A
number of the 22 stakeholders also provided additional
comments related to the Energy Rules:

e Julia Allison stated that utilities have too much
power and need to be held accountable for their
decisions concerning clean and renewable
energy and should be regulated by those who
pay for their services.

e Larry Marchman expressed support for a 100%
carbon-free standard and for solar, particularly
rooftop solar, and energy storage. He stated
that homes, schools, cities, and businesses
should be able to generate and store energy
locally, and connect to the grid and obtain a
market rate for excess generation. Mr.

The Commission appreciates the support
for finalization of the Energy Rules.

The Commission shares stakeholders’
concerns about climate change, air
pollution, and drought and considered
these factors in reaching the carbon-
reduction requirements in the Energy
Rules.

The Commission believes that the
Energy Rules, with their inclusion of
robust stakeholder involvement
throughout the resource planning
process, will allow customers to have
more influence over the resources
utilities use to provide their power.
Additionally, under the Energy Rules,
the Commission will be more involyved
in the earlier stages of resource planning,
which should help to ensure utility
accountability.

The Commission agrees that solar
energy generation, including from
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Marchman also stated that nuclear power is not
carbon free because of the uranium mining,
milling, and enrichment process, which should
be discussed before the Energy Rules are
finalized; requires a significant amount of
water to operate; and creates a significant
amount of toxic waste. Mr. Marchman further
stated that the free market will result in more
employment, increased GDP, and reduced
operating expenses for businesses (allowing for
innovation) and that an Arizona with a cleaner
environment and low energy costs will attract
businesses and investment in Arizona.

e Vania Guevara expressed support for a just and
equitable transition.

o Greg Lewis asserted that southern Arizona’s
severe drought and the summer wildfires in the
Santa Catalina Mountains are precursors to
future natural disasters and that it is essential to
act now to draw down atmospheric carbon.

e Hilary Lewis, Communications Director, Vote
Solar, stated that her comments were
accompanied by 48 individual letters and a
petition signed by more than 100 of Vote Solar
and Solar United Neighbors’ Arizona
advocates, all in favor of the Energy Rules.
The attachments were not included with the
comments as docketed.

e Courtnay Hough, Koren Sherrick, and
Stephanie Cordel stated that it is important to
hold utilities accountable and to ensure that
infrastructure is built to provide clean,
renewable, and affordable energy.

rooftop solar, and other renewable
energy resources are valuable, but has
determined that it is appropriate to adopt
a technology-neutral carbon-emissions
based standard without prescribing
specific resources to be used. To reach
the carbon reductions required by the
Energy Rules, Arizona utilities will need
to use Clean Energy Resources, which
include  Energy  Efficiency and
Renewable Energy Resources (including
solar), among others. The Energy Rules
also require each utility to install Energy
Storage Systems. Because these are
often coupled with solar generation, the
requirement is likely to result in
increased solar installation as well.

The Commission understands that the
inclusion of nuclear plants as Clean
Energy Resources is concerning to some
stakeholders, but reiterates that the
Commission determined it was in the
public interest for the Energy Rules to
focus on carbon-emissions reduction
rather than specific technologies.

The Energy Rules attempt to further just
and equitable transition for coal-
impacted communities by prioritizing
the siting of renewable and clean energy
resources in those communities.

No change is needed in response to these
comments.

Gabrielle Lawrence, Ph.D., member of Citizens
Climate Lobby (“CCL™) (dated January 21, 2021, filed
January 26, 2021)

Dr. Lawrence provided a written copy of her
comments made at the oral proceeding on January 20,
2021.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Bruce Plenk, Solar Possibilities Consulting (dated
January 22, 2021, filed January 26, 2021)

Mr. Plenk stated that his rooftop solar PV panels and
solar water-heating panels have reduced his monthly
electric bill to almost zero; that distributed generation
benefits both individual consumers and the utility
company because it avoids additional transmission and

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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distribution lines and allows for power when there are
fires or other disruptions at centralized plants; and that
energy efficiency is important because it saves money
for consumers and is the cheapest way for utilities to
meet load. Mr. Plenk stated that wind and solar are
now the cheapest sources of power; that wind and solar
will create good local jobs; and that the rules will help
fight global warming and increase the resiliency of
Arizona communities, making it a more attractive
place for business. Mr. Plenk also suggested that Prop.
127 was rejected by voters in 2018 because many did
not want a permanent constitutional amendment,
others were concerned about cost, and others felt that
the Commission should adopt such policies. Mr. Plenk
urged the Commission to oppose attempts by the
Arizona State Legislature to dilute its expertise.

Masavi Perea (submitted January 23, 2021, filed
January 26, 2021)

Mr. Perea urged the Commission to finalize the Energy
Rules, stating that they will help reduce bills, clean the
air, preserve water, and provide more transparency.
Mr. Perea further expressed support for clean and
renewable energy, a just and equitable transition away
from fossil fuels, and increased energy efficiency.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Corey D. Woods, Mayor of the City of Tempe, Randy
Keating, Vice Mavor, and Lauren Kuby,
Councilmember (submitted by Brianne Fisher on
January 26, 2021, and filed January 29, 2021 ; also filed
February 4, 2021 (with date of July 10, 2020))

The City of Tempe stated that it passed a Climate
Action Plan in 2019 and adopted a carbon neutrality
target for 2060. The City of Tempe stated that
requiring clean energy by 2050 will enable investment
in renewables and energy efficiency to drive economic
growth and expressed support for the increased energy
efficiency standard in the Energy Rules, as it will
ensure that utilities invest in programs that its residents
and businesses need to reduce costs during uncertain
times. The City of Tempe expressed appreciation for
APS and noted that it has partnered with APS to co-
develop climate actions and carbon-reduction goals. It
also noted that there are additional details to work out
for achieving an energy transition that does not create
a cost burden on low-income residents and that
supports communities impacted by coal plant closures.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Last, the City of Tempe noted that jobs and
development will come from a clean energy economy.

Candice Carr Kelman (submitted January 29, 2021
and docketed February 1, 2021)

Ms. Kelman stated that Arizona needs to commit to
carbon-free energy in the next 15 years and that it
cannot wait until 2050.

The Commission appreciates the support
for carbon-free energy. The carbon
reduction standard and interim target
dates are the culmination of an extensive
stakeholder process with input from the
Commission. The 2032, 2040, and 2050
dates will provide utilities with sufficient
time and flexibility to achieve the
standard. Itis essential that utilities have
time to acquire the resources necessary
to meet the standard in a cost-effective
manner for ratepayers. With a more
accelerated schedule, there would
potentially be additional customer
economic impacts.

No change is needed in response to this
comment.

WRA., Adam Stafford, Attorney, and Arizona Center
tfor Law in the Public Interest, Jennifer B. Anderson
Attorney (February 1. 2021)

WRA and the Arizona Center for Law in the Public
Interest (“AZCLPI”") submitted comments in response
to the letter filed on January 22, 2021, by
Commissioner  Justin ~ Olson  regarding  the
Commission’s authority to promulgate the Energy
Rules in light of the Arizona Supreme Court’s
Decision in Johnson Utilities, L.L.C. v. Arizona
Corporation Commission, 249 Ariz. 215 (2020)
(“Johnson™).

WRA and AZCLPI stated that the Court in Johnson did
not hold that the Energy Rules fall outside of the
Commission’s plenary rate making authority under
Article 15, Section 3 of the Arizona Constitution (“Art.
15,§3”). WRA and AZCLPI also stated that the Court
in Johnson clearly indicated that the Commission’s
permissive authority under Art. 15, § 3 includes
consideration of public benefits. WRA and AZCLPI
included references to a number of instances in the
Johnson opinion where the Court referred to the
Commission’s permissive authority to take actions to
benefit/protect the “public at-large,” the “public,”
“public health and safety,” and “public health, safety,

The Commission appreciates the
information. No change is needed in
response to these comments.
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convenience, and comfort.” WRA and AZCLPI
conclude that the Johnson Court clearly held that the
Commission has permissive authority under Art. 15, §
3 to regulate public service corporations for the benefit
of public health and safety and for the benefit of
employees and patrons of public service corporations.
WRA and AZCLPI asserted that the Energy Rules do
not establish broad public-health policy, but only apply
to public service corporations. WRA and AZCLPI
further stated that the Commission has permissive
authority under Art. 15, § 3 to regulate the emissions
of public service corporations. WRA and AZCLPI
also observed that under Article 15, Section 6 of the
Arizona Constitution and case law, the Arizona State
Legislature may enlarge the powers of the Commission
but may not decrease them, that the Legislature has not
exercised or delegated its police power authority to
regulate carbon emissions; and that the Energy Rules’
regulation of carbon emissions would be superseded
by a statute regulating carbon emissions if there were
a conflict between such a statute and the Energy Rules.
WRA and AZCLPI further opined that enacting a law
prohibiting the Commission from regulating public
service corporation’s carbon emissions for public
health and safety reasons would not be a valid exercise
of the Legislature’s police power.

20 Stakeholders, filed collectively (filed February 5,
2021

On February 5, 2021, the office of Chairwoman Lea
Marquez Peterson filed the comments of 20
stakeholders that had been emailed directly to her
office between January 11 and February 2, 2021.
Three of the stakeholders expressed support for the
Energy Rules, as follows:

e Michael Pagel supported the battery storage
standard, stating that it will help thousands of
Arizona households benefit from solar and
storage technology; and advocated for 50%
renewable energy by 2035.

e Bud Suiter stated that the Energy Rules are
critical to address global warming, as there
have been record global temperatures in 19 of
the last 20 years and an equally challenging
record in Arizona. Mr. Suiter also expressed
support for H.R. 763, the Energy Innovation
and Carbon Dividend Act of 2019, backed by

The Commission the

supportive comments.

appreciates

The Commission disagrees that it does
not have authority to adopt the Energy
Rules.  Under both its permissive
constitutional authority under Art. 15, §3
and its statutory authority (cited in the
NPRM), the Commission has the power
to make rules to protect the comfort,
safety, and health of the employees and
patrons of public service corporations
and the Arizona public generally. The
Energy Rules fall within that power. The
Commission expects the Energy Rules to
improve air quality, help mitigate
climate change, aid coal-impacted
communities, and protect ratepayers
from the rising economic costs of fossil
fuel generation, while also spurring
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Citizens Climate Lobby, which he described as
a market-based solution that has the greatest
impact on global temperatures by charging a
fee on carbon emissions that would be
distributed fairly to all Americans every month.
Sarah Scott expressed support for renewable
energy growth, to mitigate the threats of
extreme heat and drought.

Seventeen of the stakeholders expressed opposition to
the Energy Rules, with most of them expressing
opposition to “Green New Deal Energy Mandates,” a
“Green New Deal,” the “New Green Deal,” “Green

energy,

"

or “sustainability,” and with the following

providing additional information:

Tony Cabanillas stated that approving the
Energy Rules would drive up costs for
consumers, significantly impacting those on
fixed incomes and on the lower end of the
socio-economic spectrum, and that California
has shown that such a mandate would be
inefficient and lead to failure in electric
delivery.

Darrell Campbell stated that the Energy Rules
are an end-run around voters and will only
increase costs on individuals, especially those
who cannot afford it.

Rick McDowell stated that Arizona should
strive for energy independence through nuclear
energy and fossil fuels.

Georgia Cifelli, Linda Rizzo, Lawrence
Wangler, James Roth, and Valerie Giramberk
stated that energy policy is the role of the
Arizona State Legislature, not the Commission,
and that Arizona voters clearly demonstrated
their will by rejecting Proposition 127 in 2018.
Charles and Diana Mettille stated that Arizona
is not a blue state, that they do not represent
globalists or outside interests, that creating
energy policy is the responsibility of the
Arizona State Legislature and not the
Commission, that voters overwhelmingly
showed their opposition to the goals of the
Green New Deal by rejecting Proposition 127
in 2018, and that the Energy Rules would raise
electric rates.

economic growth and job creation. The
Energy Rules are not the same as
Proposition 127, perhaps most notably in
that they do not change the Arizona
Constitution and thus can more readily
be modified if future circumstances
warrant such modification.
Additionally, the Energy Rules allow use
of a nuclear power plant as a clean
energy resource.

No change is needed in response to these
comments.
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e Jennifer Mayer stated that Maricopa County
does not want anything that says sustainability.

e John Powell stated that the Energy Rules would
ensure that Arizona energy users would have
less access to energy and at a significantly
increased, unsustainable price.

Energy Storage Association, Julian Boggs, State

Policy Director (February 8, 2021)

The Energy Storage Association (“ESA™) expressed
support for an expeditious approval and finalization of
the Energy Rules so that the energy storage industry
may operate and invest with certainty in Arizona’s
energy storage policy. The ESA praised the Energy
Rules’ focus on the “least-cost, best-fit” portfolio of
resources to meet the standard of zero carbon
emissions by 2050, noting that energy storage
complements any portfolio of resources because it can
make the grid more flexible and affordable, increase
resiliency, and reduce the need for spare generation
capacity to meet peak demand and thus costs that must
be borne by ratepayers. The ESA stated that energy
storage also enables increased penetration of
renewable energy resources and reduced dependency
on emitting technologies. The ESA expressed support
for the changes to the IRP process, particularly the
addition of the ASRFI process, the energy storage
targets, and the requirement for energy storage tariffs.
ESA stated that it looks forward to continued
discussions with APS and other stakeholders to
develop a model energy storage tariff.

The ESA suggested one modification to the Energy
Rules where there are references to customers owning
or leasing Distributed Storage. The ESA suggested
adding “contract” and “customer-contracted” to R14-
2-2704(B)(3) and R14-2-2713(A)(1) and (2), in
addition to “purchase, or lease” and “Customer-owned
or Customer-leased” because energy storage at
commercial and industrial customer locations is
commonly contracted as a service. The ESA stated
that the addition will ensure that commercial and
industrial customers are able to participate in Energy
Storage System Tariffs.

The Commission the
supportive comments.

Staff did not object to the proposed
modifications by ESA but opined that
they were unnecessary at this time
because the interpretation of the

provisions is clear and does not directly

appreciates

result in any negative unintended
consequences.
The Commission appreciates the

information provided by ESA related to
commercial and industrial customers
contracting for (as opposed to owning or
leasing) energy storage systems.
However, the Commission has
determined that retaining the “Customer-
owned or Customer-leased Distributed
Storage™ language in R14-2-2704(B)(3)
and the consistent language in R14-2-
2713(A)(1) and (2) would not deprive
commercial and industrial energy
storage systems from being used toward
the standard, as the Customer-related
criteria apply only to the 40% carveout
in R14-2-2704(B)(3) and not to the other
60% of energy storage system capacity
that must be installed by December 31,
2035. Likewise, the Commission
concludes that R14-2-2713 does not
preclude a utility from including in its
energy storage system tariff a program
for Customer-contracted energy storage
systems that is similar to the program
required for Customer-owned or
Customer-leased Distributed Storage.

The letter signed by the stakeholders expressed support
for clean energy rules to adopt carbon emissions to
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help address climate change, clean the air, conserve
water, and promote healthy and economically vibrant
communities. The letter stated that Arizona needs a
Clean Energy Standard that requires carbon reductions
of 100% by 2050, 75% by 2040, and 50% by 2032; and
supported energy efficiency and distributed solar,
preferential siting of renewable resources in coal-
impacted communities, and a transparent and
accountable planning process.

Three Stakeholders, filed collectively (submitted
February 3-9. 2021, and filed February 11, 2021)
On February 11, 2021, the office of Chairwoman Lea
Marquez Peterson filed the comments of 3
stakeholders that had been emailed to her office.

e Harold Suiter, in an email directed to Senator
Livingston and Representatives Toma and
Carroll, Arizona State Legislature, stated that
he was aware of the Arizona Supreme Court
ruling in Johnson “that opens the door for the
Legislature to overrule the [Commission] in
setting [the Energy Rules]”; that the Energy
Rules’ requirement for zero carbon emissions
by 2050 is right on target; that managing
carbon emissions in the manner of the Energy
Rules has been supported by 3,587 U.S.
economists and 28 Nobel Laureates; and that
the Legislature should work with the
Commission to obtain carbon management.

e John Pio opposed the Energy Rules, stating that
they would raise electric rates, that the
Legislature has the responsibility to create
energy policy, and that Arizona voters oppose
the “Green New Deal” as demonstrated by
rejection of Proposition 127 in 2018.

e Anneliese Goodwin opposed the Energy Rules,
stating that the Commission must not overstep
its authority and that Arizona voters
demonstrated their will by rejecting
Proposition 127.

The Commission appreciates the
supportive comments from Mr. Suiter.

The Commission disagrees that it does
not have authority to adopt the Energy
Rules.  Under both its permissive
constitutional authority under Art. 15, §3
and its statutory authority (cited in the
NPRM), the Commission has the power
to make rules to protect the comfort,
safety, and health of the employees and
patrons of public service corporations
and the Arizona public generally. The
Energy Rules fall within that power. The
Commission expects the Energy Rules to
improve air quality, help mitigate
climate change, aid coal-impacted
communities, and protect ratepayers
from the rising economic costs of fossil
fuel generation, while also spurring
economic growth and job creation. The
Energy Rules are not the same as
Proposition 127, perhaps most notably in
that they do not change the Arizona
Constitution and thus can more readily
be modified if future circumstances
warrant such modification.

No changes are needed in response to
these comments.

Sheryl Hamlin (February 11, 2021)

Ms. Hamlin stated that she opposes exclusive reliance
on solar energy, noting that there is no good solution
for battery disposal, which is environmentally
unfriendly, and that batteries and blades from wind
turbines are not recyclable. Ms. Hamlin stated that any

The Commission appreciates the
information provided and notes that the
Energy Rules do not prescribe a specific
mix of resources and technologies to be

used by electric utilities, instead
requiring  reductions in  carbon
emissions. The Commission further
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energy solution should be a mix of options. Ms.
Hamlin also provided a link to an article that she said
shows solar does not work in snow and freezing
temperatures:
https://21stcenturywire.com/2021/02/09/achtung-
baby-its-cold-outside-germanys-green-energy-fail-
rescued-by-coal-and-gas/.

notes that because much of Arizona is
not subject to the extremely cold
temperatures and abundant snow cited in
the article about challenges Germany has
experienced with a lack of solar and
wind energy during winter freezes,
similar problems are unlikely to occur.

No change is needed as a result of the
comment.

Arizona Speaker of the House Russell W. “Rusty”
Bowers, Senate President Karen Fann, Representative

Gail Griffin, and Senator Sine Kerr (February 17,
2021

Speaker Bowers, President Fann, Representative
Griffin, and Senator Kerr (collectively “Legislators™)
expressed concern that the Commission “may be
overstepping its authority and passing policies that are
contrary to the public interest.” The Legislators stated
that the Economic, Small Business, and Consumer
Impact Statement (“EIS”) filed in support of the
Energy Rules was insufficient because it did not cite
any of the supporting documentation or evidence
“claimed” to be in the docket. The Legislators stated
that the Administrative Procedures Act (“APA”)
requires the Commission to use facts and evidence
when adopting rules, including, under A.R.S. § 41-
1052(D)(3), evidence demonstrating that the
alternative selected by the Commission results in the
“least burden and costs” to those affected by it. The
Legislators further stated that the EIS did not include
any computations relating to the potential cost impacts
on small businesses and consumers, did not include
evaluation of less intrusive or less costly alternative
methods of achieving the purpose of the rulemaking,
and did not evaluate data, all as required by A.R.S. §
41-1055(B)(7)-(8). The Legislators acknowledged
that under A.R.S. § 41-1057, the Commission is not
required to have its rules reviewed by the Governor’s
Regulatory Review Council (“GRRC”), but stated that
the Commission is required to adopt “substantially
similar rule review procedures,” which would include
the requirement for an EIS to include all the
information required by law (citing A.R.S. § 41-1057)
and that the Commission reject any rule that does not

The Commission appreciates the
information provided but has determined
that it has constitutional and statutory
authority to promulgate the Energy
Rules under Arizona Constitution,
Article 15, §§ 3 and 13, and A.R.S. §§
40-202, 40-203, 40-204, 40-281, 40-282,
40-321, 40-322(A), 40-332(B), 40-336,
40-361, and 40-374.

Regarding the EIS, the Commission
notes that a revised EIS was filed on
February 26, 2021, after the comments
were submitted.  The revised EIS
contains information addressing each of
the criteria described in A.R.S. § 41-
1055(B), and includes a list and
description of data, reports, and analyses
provided to the Commission and relied
on in the development of the Energy
Rules.

The Commission notes that it is exempt
from the provisions of A.R.S. Title 41,
Chapter 6, Article 5 (pertaining to
GRRC), which includes A.R.S. § 41-

1052. Under AR.S. § 41-1057, the
Commission is required to adopt
substantially  similar rule review

procedures, including the preparation of
an economic impact statement and a
statement of the effect of the rule on
small business. The Commission has
complied with all applicable
requirements.
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reflect the “least burden and costs” to those affected by
it (citing A.R.S. § 41-1052). The Legislators stated
that it is a significant problem that the Commission’s
internal policies and procedures do not include “rule
review procedures™ that are “substantially similar” to
those required by A.R.S. Title 41, Chapter 6, Article 5.
The Legislators requested a response concerning the
lack of a Commission rule review procedure and the
inadequacy of the EIS.

Further, the Commission notes that R14-
2-2708(C)(2) requires a Load-Serving
Entity to prioritize “[m]inimizing the
cost of providing electric energy service
to Customers through a combination of
Supply-Side Resources and Demand-
Side Resources that will result in the
lowest overall, lifetime costs to meet
Customers’ energy needs safely and
reliably.” The Commission also notes
the comments from multiple
stakeholders included in this summary
document asserting that the Clean
Energy Implementation Plan will result
in lower costs for Customers.

Finally, the Commission refers the
Legislators to the comments of WRA
and AZCLPI, filed on February 1, 2021,
in  which the Commission’s legal
authority to adopt the Energy Rules is
discussed.

No change is needed in response to these
comments.

WRA, Adam Stafford, Attorney (February 22, 2021)

WRA provided a table of studies, reports, and plans
pertaining to the transition to clean energy, stating that
the Energy Rules were based on data and that the
Energy Rules docket and the other dockets
incorporated by reference provide a robust foundation
on which to move forward. WRA suggested that the
Commission include the documents in the final EIS for
this matter.

The Commission appreciates WRA’s
submission of information in its
February 22, 2021, Iletter. The
Commission has included a number of
these resources in its EIS.

No changes are necessary in response to
this comment.

Arizona _Technology Council, Steven Zylstra,
President and CEQO;: Ceres, Emily Duff, Manager of
State Policy; and The Western Way., Doran Miller,
Arizona Director (March 10, 2021)

In an article published in the Phoenix Business Journal
on March 8, 2021, Arizona Technology Council,
Ceres, and the Western Way, as leaders representing a
coalition of more than 800 large and small companies,
expressed the Arizona business community’s support
for the Energy Rules and emphasized the bipartisan

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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support for the rules. They also stated that a number
of bills at the Arizona State Legislature that seek to
block the Energy Rules would create market
uncertainty for current and future companies seeking
to do business in Arizona and would discourage
companies from relocating to or expanding their
presence in Arizona.

Judith LeFevre (submitted January 22, 2021, filed
March 20, 2021)

Ms. LeFevre expressed support for the Energy Rules,
particularly 100% carbon-free energy by 2050.

The Commission appreciates the
supportive comment. No change is
needed in response to this comment.

John Blumberg and Joan Moses, separately submitted
but filed collectively (March 19, 2021)

In his comments submitted on January 22, 2021, Mr.
Blumberg stated that we should err on the side of
caution to protect the environment now.

In her comments submitted on January 22, 2021, Ms.
Moses stated that she supports the Energy Rules,
especially the standard for 100% carbon-free energy
by 2050. Ms. Moses states that the Energy Rules will
help address climate change and provide economic
benefits. Ms. Moses stated that Arizona is in a 30-year
megadrought driven by climate change and that
Phoenix ranks among the nation’s 10 worst cities for
ozone and particulate air pollution.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

WRA, Adam Stafford, Attorney; PIRG, Diane Brown,
Executive Director; Sierra Club — Grand Canyon
Chapter. Sandy Bahr, Chapter Director; AZCLPI,
Jennifer Anderson, Attorney; ArSEIA, Nicole
LaSlavic, Executive Director; WGG, Amanda
Ormond, Director; SWEEP, Ellen Zuckerman, Co-
Director, Utility Proeram (dated March 23, 2021, and
docketed March 24, 2021)

The stakeholder group wrote in response to a March
17, 2021, letter filed by Chairwoman Lea Marquez
Peterson in the IRP Docket, Docket No. E-00000V-19-
0034. The group stakeholders described the letter as
stating that the Energy Rules Docket and IRP Docket
are “inextricably connected” and suggesting that
approval of the Energy Rules should wait until
conclusion of IRP inquiries. The stakeholder group
urged the Commission not to delay adoption of the
Energy Rules because doing so “would make a bad

The Commission appreciates the
stakeholder group’s support for final
adoption of the Energy Rules, agrees
with the benefits identified, and agrees
that it is appropriate to move forward
with final adoption so that the benefits of
the Energy Rules, including significant
improvements to the IRP process, can be
realized.

No change is needed in response to this
comment.
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situation worse.” The stakeholder group stated that
there is no need to delay the Energy Rules to protect
Arizona ratepayers, because R14-2-2716 allows the
Commission to waive compliance if the costs of
compliance exceed the benefits and the Commission in
any event has authority to waive compliance with its
rules if necessary to maintain affordability or
reliability. The stakeholder group further stated that it
is important to approve the Energy Rules now because
they significantly modify the existing IRP rules,
improving the process, and utilities are now starting to
work on their next IRPs. The stakeholder group further
recommended that an amendment could be done to
alleviate the Chairwoman’s concerns, provided that the
amendment would not constitute a substantial change
necessitating  supplemental rulemaking. The
stakeholder group asserted that it would not make
sense to delay adoption of the Energy Rules, which
will result in substantial benefits.

Abhay Padgaonkar (April 7, 2021)

Mr. Padgaonkar stated that a carbon-free energy mix is
critical, as the concentration of atmospheric CO: at the
Mauna Loa Observatory was measured at more than
420 parts per million for the first time in recorded
history, and CO; has caused the world to be 2°F
warmer than it was before the Industrial Revolution.
Mr. Padgaonkar noted that the highest number of heat-
related deaths reported by Maricopa County before
2016 was 110, while the numbers since 2016 have
increased annually, with 336 deaths in 2020. Mr.
Padgaonkar said that the Commission needs to
consider not only financial costs but also the associated
values or benefits from each energy portfolio. Mr.
Padgaonkar stated that the Environmental Protection
Agency (“EPA™) has developed a set of tools to help
state and local government policymakers estimate the
outdoor air quality-related public health benefits of
investments in energy efficiency and renewable energy
using a benefits-per-kWh method. Mr. Padgaonkar
estimated that if 50% of the kWh generated from fossil
fuels in 2019 were replaced by solar by 2032, the
monetized annual public health benefit would be $411
million, and at 75% replacement, it would be $616
million. Mr. Padgaonkar identified two additional
EPA tools, the Avoided Emissions and Generation

The Commission appreciates the
information provided concerning the
benefits of carbon emissions reduction
and methods to calculate such benefits.
Commission Staff will be obtaining an
economic analysis pertaining to the
Energy Rules under an existing
consulting contract.
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Tool (AVERT) and the Co-Benefits Risk Assessment
(COBRA) Health Impacts Screening and Mapping
Tool. He urged the Commission to retain a consultant
thoroughly familiar with well-established cost and
benefit calculation methodologies and to have the
consultant perform Cost-Benefit Analyses and Return
on Investment calculations using an appropriate
discount rate so that there is a full and balanced picture
of the financial impacts of the Energy Rules.

Oral Comments on Notice of Proposed Rulemakin

, Oral Proceeding 1/19/21 and 1/20/21

Public Comment

Commission Response

Jeanne Devine (January 19, 2021)

Ms. Devine expressed support for the Energy Rules
and the provisions to reduce carbon emissions and
interim benchmarks. She expressed the need to
address climate change, clean up our air, conserve
water, and promote health and economically vibrant
communities. She noted the high summer
temperatures and associated health impacts, forest
fires, and impacts on native vegetation. She urged the
Commission to take strong action for clean renewable
energy and energy efficiency.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Char Hoffman (January 19, 2021)

Ms. Hoffman stated that caring for creation is a part of
her Roman Catholic Faith and that, in that context, and
as a ratepayer, she supports the Energy Rules to reduce
carbon emissions, address climate change, clean up the
air, conserve water, and improve the health of our
communities. She noted that energy efficiency and
renewable energy keep electricity costs low, and are
consistent, predictable, and reliable. She further stated
that energy efficiency creates jobs and renewables
preserve health communities. Last, she noted that the
Energy Rules include preferential siting of renewable
energy projects in coal-impacted communities, which
is essential for a just and equitable transition.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Autumn Johnson, WRA (January 19, 2021)

Ms. Johnson, on behalf of WRA, expressed support for
the clean energy standard based on reductions in
carbon emissions, noting that emissions-based
regulation provides flexibility in meeting the standard,
allows utilities to use the most cost-effective strategies,
and incentivizes new technology. Ms. Johnson stated

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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that the WRA encourages the Commission to finalize
the rulemaking as soon as possible. She further noted
that major corporations have made commitments to be
carbon-neutral or carbon-negative, and that attracting
those companies requires adoption of the Energy
Rules. Last, Ms. Johnson mentioned the effects of
climate change, including wildfires and extreme
weather events.

Richard Sigler (January 19, 2021)

Mr. Sigler stated he supports the Energy Rules because
he is concerned about climate change, and solar energy
is continuing to get cheaper. He further noted that
energy efficiency is a positive step forward and that he
believes in a just transition to renewables that
considers the impacts on Native Americans.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Will Humble, AzPHA (January 19, 2021)

Mr. Humble stated that AzPHA supports the Energy
Rules because climate change is a dominant public
health issue and because of heat-related illnesses
associated with increasing summer temperatures. He
further indicated that the Energy Rules will benefit
clean air and will have positive economic benefits. He
also expressed support for the preferential siting of
renewable energy projects in coal-impacted
communities. Last, he mentioned that the Energy
Rules will generate new jobs to help support families.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Rivco Knox (January 19, 2021)

Ms. Knox stated that climate change is a long-term
problem that affects her because of the summer
temperatures. She further stated that she appreciates
the requirement for greater transparency and
accountability in the planning process. She noted the
importance of addressing climate change, clean air,
water  conservation, developing heathy and
economically viable communities, and the needs of
coal-impacted communities. She wurged the
Commission to adopt the Energy Rules.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Amy Douglass (January 19, 2021)

Ms. Douglass expressed support for the Energy Rules
because they will help reduce carbon emissions,
address the climate crisis, help clean air, conserve
water, and improve public health. She noted that

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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energy efficiency and renewable energy will help
control utility costs while fossil fuels increase in cost,
and new technologies will create new jobs.

Maureen McBride (January 19, 2021)

Ms. McBride stated that in November 2018, Arizona’s
Proposition 127 did not pass. Had it passed, she said,
it would have replaced the current plan for increasing
renewable energy requirements from 15% by 2025 to
a percentage increasing annually from 12% in 2020 to
50% in 2030. She further stated that “regardless of
ideological, political, or individual beliefs and
disagreements on climate, carbon CO; and renewable
resources, because the majority of Arizonans defeated
Prop 127[,] the ACC does not have the consent of the
governed or the mandate to pass and force on
Arizonans Article 27 Energy Rules.”

The Commission appreciates the
comments but has determined that it has
constitutional and statutory authority to
promulgate the Energy Rules under
Arizona Constitution, Article 15, §§ 3
and 13, and A.R.S. §8§ 40-202, 40-203,
40-204, 40-281, 40-282, 40-321, 40-
322(A), 40-332(B), 40-336, 40-361, and
40-374. The Commission also notes that
during the stakeholder process to
develop the Energy Rules and during the
formal comment period on the NPRM,
the  Commission  has  received
overwhelming support for the Energy
Rules.

No change is needed in response to these
comments.

Kimberly Faddoul (January 19, 2021)

Ms. Faddoul expressed support for the Energy Rules,
noting that energy efficiency and renewable energy are
options that are available now and will help control
utility costs, create jobs, and build a cleaner energy
future. She noted that renewable energy conserves
resources and reduces pollution and emissions that
contribute to climate change.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Doug Bland, Arizona Interfaith Power and Light
(January 19, 2021)

Mr. Bland expressed support for the clean energy and
energy efficiency measures, the improvements to the
IRP process, and the efforts to assist communities
impacted by fossil fuels. He stated that the Energy
Rules are a “much needed step in the response to the
existential threat of climate change,” and that clean
energy is not just a political or economic or scientific
or health issue, but is also a moral issue.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Paul Getty (January 19, 2021)

Mr. Getty expressed support for the Energy Rules and
urged the Commission to adopt them as urgently as
possible. He advocated for retraining workers from the

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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fossil fuel industries to provide a just and equitable
transition to low-carbon energy.

Kim Maddox (January 19, 2021)

Ms. Maddox stated her support for the Energy Rules to
reduce carbon emissions, address climate change,
clean up the air, conserve water, and promote healthy,
economically vibrant communities.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Melissa Ramos, American Lung Association (January

19, 2021)

Ms. Ramos stated that the American Lung Association
strongly supports the Energy Rules, stating that they
provide strong, consistent action to reduce harmful
pollutants and protect lung health. She noted that
Phoenix is one of the 10 most polluted cities for ozone
and particle pollution. She stated that they conducted
a poll in December 2020 that indicated 78% of Arizona
voters view climate change as a serious problem and
70% support the Energy Rules.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Beth Ballmann (January 19, 2021)

Ms. Ballmann mentioned her experience with wildfires
and the impact of climate change on our daily lives.
She expressed support for the Energy Rules, noting
that energy efficiency can create local, well-paying
jobs. She further stated that the plan has been well-
researched and will keep electricity costs lower,
consistent, predictable, and reliable.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Nate Blouin, Interwest (January 19, 2021)

Mr. Blouin expressed general support for the Energy
Rules, stating they will bring new jobs, revenues, and
economic development to Arizona. He stated that
Interwest supports the requirement for zero net carbon
emissions by 2050 and the interim targets and that
Interwest also supports the resource planning rules, but
stated that they would be submitting written comments
that include suggestions for broadening the range of
portfolios and stakeholders to be considered, and to
otherwise strengthen the procurement process. He also
stated that Interwest advocates for including language
that considers the benefits of regional markets and
transmission development.

The Commission has addressed the
comments of Interwest in the written
comments section. No change is needed
in response to these comments.

Dr. Judith Anderson (January 19, 2021)

The Commission appreciates the
supportive comments. The Commission
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Dr. Anderson urged the Commission to adopt the
Energy Rules immediately, and stated that they were
not strong enough to protect public health and the
environment. She noted that the Strategen report
concluded that renewable energy is cheaper and
cleaner than coal, and in the long term will be cheaper
and cleaner than gas. Dr. Anderson asked why there
was no accountability for utilities built into the
proposed rules. She also urged the Commission to
commence a legal challenge to Senate Bill 1175 and
the comparable House Bill.

states that the Energy Rules, if passed,
will become a legally enforceable Article
of the Administrative Code. The
Commission has authority under Article
15, Section 3 of the Arizona Constitution
and under A.R.S. Title 40, Chapter 2 to
regulate public service corporations and
to adopt and enforce its rules. The
Commission does not have a comment
on pending legislation at this time.

No change is needed in response to these
comments.

Matt Derr, Southwest Gas Corporation (January 19,
2021)

Mr. Derr stated that he agreed with the NPRM and
Staff’s description at the beginning of the oral
comment proceedings as to the role for natural gas
utilities in the Energy Rules and Southwest Gas’s
ability to provide cost-effective energy efficiency
programs to its customers.

Staff had described the Energy Rules as requiring each
Class A gas utility to consider and propose energy
efficiency measures and programs.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Doran Miller, the Western Way (January 19, 2021)

Ms. Miller urged the Commission to adopt the Energy
Rules, noting that they are the product of an extensive
and bipartisan stakeholder process. She stated that the
energy efficiency standard will increase the use of
existing energy efficiency measures and will create
innovation in home storage, automation, and smart
grid technology. She also expressed support for the
updated IRP process to include a more transparent
advisory committee to approve future load forecasts
and a competitive bid process to achieve lower cost
resources and benefit consumers. She noted a recent
poll conducted by the Western Way that found 87% of
Arizona voters believe the government should play a
role in accelerating the development and use of clean
energy, and 60% of Arizona voters would support low
emissions solutions to comply with federal clean air
standards.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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Todd Jones, CRS (January 19, 2021)

Mr. Jones provided comments consistent with the
written comments filed by CRS. He advocated for a
uniform compliance instrument to demonstrate the
delivery of clean and renewable energy and to track
carbon emissions, specifically recommending RECs.

The recommendations of CRS are discussed in greater
detail in the written comments portion.

The Commission has addressed the
comments of CRS in the written
comments section. No change is needed
in response to these comments.

Daniel Holcom (January 19, 2021)

Mr. Holcom expressed support for the Energy Rules to
reduce carbon emissions, address climate change,
clean up the air, conserve water, and promote healthy
and economically vibrant communities. He expressed
support for the requirement for a reduction in carbon
emissions, and for investments in energy efficiency
and distributed solar storage. Mr. Holcom also
expressed support for preferential spending on
renewable resources in communities impacted by coal
plants and for a transparent planning process.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Amanda Ormond, WGG (January 19, 2021)

Ms. Ormond described the involvement of WGG in the
process to develop the Energy Rules and stated that
individuals and organizations have had adequate
opportunity to provide input. She stated that WGG
supports all aspects of the Energy Rules, including the
energy efficiency and IRP changes. She encouraged
the Commission to adopt the Energy Rules as soon as
possible.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Andrea Packard (January 19, 2021)

Ms. Packard stated that she supports the Energy Rules
because she values the health of her community and
because the Energy Rules will help mitigate the
environmental impacts of climate change. She stated
that adoption of the Energy Rules will keep Arizona
competitive economically and that it is important to
support vulnerable communities with a just and
equitable energy transition.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Robert and Marquetta White (January 19, 2021)

Mr. White expressed support for the Energy Rules to
reduce carbon emissions, address climate change,

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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clean up the air, conserve water, and improve the
health of our communities. He also stated that
renewable energy keeps electricity costs lower, and is
consistent, predictable, and reliable.

Sophia Von Hippel (January 19, 2021)

Ms. Von Hippel noted the health effects of
increasingly higher temperatures and air pollution on
disadvantaged community members. She stated that
the Energy Rules will have positive social and health
benefits and that the clean energy standard will
stimulate the local renewable energy industry.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Mark Weathers (January 19, 2021)

Mr. Weathers stated that we must act quickly to
address climate change. He stated that the technology
changes needed to be carbon free present an
opportunity for jobs and the economy.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Gloria Montano. Chispa Arizona (January 19, 2021)

Ms. Montafo stated that Chispa supports the Energy
Rules. She noted that air pollution disproportionately
impacts lower income families, Latinos, and
communities of color through higher rates of
respiratory illness and higher energy bills. She also
stated that the Energy Rules are overdue as technology
has increased and other states that have adopted similar
standards have demonstrated that it is more affordable.
She stated that all policymakers should work to address
climate change and improve community health.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Theo Massey (January 19, 2021)

Ms. Massey stated that Arizona needs to be a leader in
establishing clean, renewable energy, and that there is
an opportunity to demonstrate our commitment to
carbon reduction, clean air, and clean water,

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Diane Brown, PIRG (January 20, 2021)

Ms. Brown emphasized support for the energy
efficiency standard, noting that energy efficiency
reduces waste and saves money for ratepayers. She
stated that the current energy efficiency standard is one
of the most significant and successful policies adopted
by the Commission, returning $4 in benefits to
ratepayers for every $1 invested by APS and TEP. It
also has provided savings equivalent to the energy use

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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of over 500,000 homes, saved over 14 million gallons
of water, and produced more than $1 billion in
economic benefits. She encouraged the Commission
to adopt the Energy Rules without the addition of
substantive changes.

Sandy Bahr, Sierra Club Grand Canvon Chapter
(January 20, 2021)

Ms. Bahr noted the impacts of climate change,
including extreme heat and the associated energy
burden on vulnerable populations, drought, and more
frequent and larger fires. She stated that clean energy
is essential for addressing the climate crisis. She
further commented that clean renewable energy and
energy efficiency are essential for cleaner air, a
stronger economy, and reduced electricity costs. She
stated that because the Energy Rules affect the energy
mix and affect how rates are established and the
prudency of energy investments, they relate to
ratemaking. Last, she noted that one argument made
against Prop 127 was that it should be addressed by the
Commission and not as a constitutional amendment.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Rachel Scholes (January 20, 2021)

Ms. Scholes expressed support for the Energy Rules’
requiring 100% carbon-free energy production by
2050. She expressed support for increasing energy
efficiency measures.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Gabrielle Lawrence (January 20, 2021)

Ms. Lawrence expressed appreciation on behalf of the
Citizens’ Climate Lobby for the process and effort to
create the Energy Rules. She noted the environmental
disasters resulting from increased temperatures and
heat-related deaths. She stated that the Energy Rules
will control utility costs, create jobs, build a cleaner
energy future, and improve air and water quality.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Scott Dunbar, SEIA (January 20, 2021)

Mr. Dunbar provided comments in support of the
Energy Rules. Mr. Dunbar offered several
recommendations for modifications to the Energy
Rules:
(1) Adding a solar energy representative to the required
RPAC;

The Commission appreciates the support
and the suggestions provided.

In subsequent written comments filed by
SEIA on January 22, 2021, SEIA stated
that it no longer recommends these
modifications but will be involved in
future proceedings to implement the
Energy Rules and may raise the issues at
that time.
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(2) Adding an additional priority that an electric utility
must consider in developing its IRP, specifically a
mandatory criterion to minimize the occurrence and
appearance of anticompetitive behavior and self-
dealing between electric utilities and affiliated
interests, and adding language to empower and direct
the Independent Monitor to ensure that the ASRFP
process is conducted in a way so that there is no
anticompetitive behavior; and

(3) Removing the utility’s reporting requirements
related to third-party owner operation and maintenance
COsts.

No change is needed as a result of these
comments.

Caryn Potter, SWEEP (January 20, 2021)

Ms. Potter expressed support for the Energy Rules,
including the adoption of the technology-neutral clean
energy standard, and the expanded energy efficiency
standard. She stated that the energy efficiency
standard is the least cost energy and capacity resource
and has created well-paying jobs. Last, Ms. Potter
expressed support for the distributed storage standard
and the strengthened IRP process.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Bret Fanshaw, Solar United Neighbors (January 20,
2021)

Mr. Fanshaw urged the Commission to quickly finalize
the Energy Rules. He stated that Solar United
Neighbors supports the major components of the
Energy Rules and that the battery storage standard is
an innovative policy that will drive smart investment.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Michael Sheehan, TEP and UNSE (January 20, 2021)

Mr. Sheehan provided comments consistent with the
written comments filed by TEP and UNSE. He
expressed general support for the Energy Rules and
suggested minor clarifications and date changes to the
IRP schedule.

The Commission has addressed the
comments of TEP and UNSE in the
written comments section. No change is
needed in response to these comments.

Steven Zylstra., Arizona Technology Council (January
20, 2021)

Mr. Zylstra urged the Commission to adopt the Energy
Rules “to reflect recent energy technology advances
and new market realities in sunny Arizona.” He
expressed specific support for the carbon-free
electricity standard, energy efficiency, and energy
storage standards. He noted that companies are

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.
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increasingly demanding power from renewable

sources.

Kyle Kline, Arizona Youth Climate Coalition, Tucson

chapter (January 20, 2021)

Mr. Kline stated that the Arizona Youth Climate
Coalition supports the Energy Rules to ensure
Arizona’s economic and environmental longevity. He
noted that a rapid and just transition away from fossil
fuels will protect public health. He also noted the
impacts of climate change and stated that adopting
clean energy rules will lead to investments in local jobs
and ensure community health.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Kay Baldwin (January 20, 2021)

Ms. Baldwin discussed the negative effects of climate
change, including extreme heat and drought, crop
failure, hunger, economic decline, increased illnesses,
and unprecedented fires. She stated that she supports
the Energy Rules for the health and well-being of the
community, the economy, and the environment.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Peter Lafford (January 20, 2021)

Mr. Lafford expressed support for the carbon-free
energy standard and the Energy Rules, which he stated
will help build an environmentally sustainable future.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Russell Lowes (January 20, 2021)

Mr. Lowes expressed support for the Energy Rules and
appreciation for the support of low carbon dioxide
energy sources and energy efficiency. He stated
ratepayers will benefit from a resource blend that relies
on solar, energy efficiency, battery storage, and wind
energy. He also stated that more energy can be
delivered from every dollar spend on solar than on
nuclear power.

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

Julian Boges, ESA (January 20, 2021)

The comments from Mr. Boggs were similar to the
comments submitted in writing on behalf of the ESA.
He expressed support for the Energy Rules and
recommended a modification to include “contracted”
energy storage systems along with customer “owned”
and “leased” energy storage systems because
commercial and industrial consumers frequently use
energy storage sites as a contracted service.

The Commission has addressed the
comments of the ESA in the written
comments section. No change is needed
in response to these comments.
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Frederick Davis (January 20, 2021)

Mr. Davis expressed support for the Energy Rules,

The Commission appreciates the
supportive comments. No change is
needed in response to these comments.

particularly the energy efficiency provisions. He

supports  adoption of the most vigorous,

comprehensive energy plan possible.

Danielle Corbett (January 20, 2021) The Commission appreciates the

Ms. Corbett stated that she supports the Energy Rules
because of the local and global health impacts from
greenhouse gas emissions. She noted the increased
wildfires, air quality issues, and unbearable heat. She
further stated that a strong renewable energy portfolio
will result in investment in jobs and better wages.

supportive comments. No change is
needed in response to these comments.
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Note: The Commission is exempt from the requirements of A.R.S. § 41-1055 relating to
economic, small business, and consumer impact statements. However, under A.R.S. § 41-
1057, the Commission is required to prepare a “substantially similar™ statement.

A.RS. § 41-1055

Economic, Small Business, and Consumer Impact Statement

1. Identification of the proposed rulemaking.

With this rulemaking. the Arizona Corporation Commission (“Commission™) adds a
new Article 27. entitled “Energy Rules.” to Title 14. Chapter 2. of the Arizona Administrative
Code ("A.A.C.7). the Chapter containing the Commission’s rules for fixed utilities.
Furthermore. in the same Chapter. this rulemaking (i) Repeals the Resource Planning and
Procurement Ruies (14 A A.C. Z. Article 7): (ii) Repeals the Environmental Portfolio Standard
(“EPS™) Rule (A.A.C. R14-2-1618): (iii) Repeals the Renewable Energy Standard and Tariff
("REST") Rules (14 A.A.C. 2. Article 18): (iv) Amends A.A.C. R14-2-2302 and R14-2-2307
in the Net Metering Rules: (v) Repeals the Electric Energy Efficiency ("EEE™) Rules (14
A.A.C. 2, Article 24): and (vi) Repeals the Gas Energy Efficiency Rules ("GEE™) (14 A.A.C.
2. Article 25).

The Commission routinely evaluates its existing energy-related rules for fixed utilities
as technology evolves, changes in energy policy have been endorsed at the state and federal
level. or other changes in the energy marketplace have occurred. An integral part of this
evaluation is a cost-benefit analysis due to the impact on customer rates. The costs associated
with any changes must be closely evaluated to ensure that such changes can be implemented
cost effectively and that customer rate structures are also changed as necessary to appropriately
reflect the Energy Rule changes. The timing of such changes is critical. and any changes and
transition will need to incorporate gradualism as necessary.

The Commission adopted Resource Planning Rules in Decision No. 56313 (January
12, 1989). and revised the rules to include Procurement in Decision No. 71722 (June 3, 2010).
Since adoption of the Resource Planning Rules. the Commission has adopted a number of
Articles related to the methods and processes regulated utilities follow in generating. procuring
and delivering energy. In Decision No. 63364 (February 8. 2001). modified by Decision No.
63486 (March 29, 2001). the Commission adopted the EPS Rule which imposes requirements
for a Load-Serving Entity (“LSE") to obtain a specified percentage of total retail energy sold
from new solar resources or renewable electricity technologies. In 2006. the Commission
adopted the REST Rules. in Decision No. 69127 (November 14. 2006). and later. in Decision
No. 74882 (December 31. 2014). amended the REST Rules to clarify and update how the
Commission deals with renewable energy compliance. The REST Rules require affected
utilities to satisty an annual renewable energy requirement of up to 15 percent of a utility's
sales by 2025. In Decision No. 70567 (October 23. 2008). the Commission adopted rules for
net metering which provides consumers the opportunity to be compensated for installing a
distributed technology resource and be compensated for energy generated in excess of their
energy needs. In 2010. the Commission adopted energy efficiency rules for electric and gas
utilities. respectively. Decision No. 71819 (August 10, 2010). and Decision No. 72042
(December 10. 2010): requiring an affected utility to achieve cumulative annual energy
savings. measured in kilowatt-hours ("kWh™) or therm or therm-cquivalents. equal to a

I

DECISION NO.



DOCKET NO. RU-00000A-18-0284

percentage of the utility’s retail energy sales for a specific calendar year. The EEE Rules
require affected electric utilities to satisfy an energy efficiency standard of 22 percent by 2020.
The GEE Rules require affected gas utilities to satisfy an energy cfficiency standard of six
percent by 2020.

At the federal level, a number of policies focused on promoting energy conservation.
and encouraging alternative energy resources. have influenced the Commission’s development
of the Energy Rules. Notable examples include: The Public Utility Regulatory Act of 1978 or
“PURPA™ (part of the National Energy Act). The Energy Policy Act of 1992, The Energy
Policy Act 0f 2005. and The Energy Independence and Security Act of 2007. In line with these
policies. the Commission has enacted. identified and modified a number of its existing rules.
Furthermore. at the state level. as of September 2020, 30 States. including Arizona. had enacted
a renewable energy portfolio standard. many requiring some percentage of an electric utility s
procured or sold electricity to come from renewable energy sources. Among those. eight have
a renewable energy portfolio standard of 100 percent by a specific vear.

On August 17, 2018, Docket No. RU-00000A-18-0284 was opened at the direction of
the Commission for the purpose of evaluating and updating the Commission’s rules. Subjects
to be evaluated included: (i) modemizing the current energy-related Commission Articles
(REST Rules. EEE Rules. GEE Rules. Net Metering Rules, Resource Planning and
Procurement Rules, and Retail Electric Competition Rules (which include the EPS Rule)); (ii)
reviewing existing generic dockets at the Commission, such as but not limited to the
investigation of value and cost of d